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PRICE OF GASOLINE TO FARMERS 


WEDNESDAY, JULY 18, 1956 


Houser oF REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met, pursuant to notice, at 10 a. m., in room 1310, 
New House Office Building, Hon. W. R. Poage presiding. 

Mr. Poacr (presiding). The committee will come to order. 

Chairman Cooley is on his way. He has asked us to proceed. We 
are all very much pushed for time. Therefore, we are going to open 
the meeting. 

I should state for the record the reason that we have asked repre- 
sentatives of various oil companies to meet with us. It is due to 
the reports that we have from Texas to the effect that sometime in 
June there was a very definite change in regard to the policy of all 
major oil companies in connection with the sale of gasoline to farmers 
from tank wagons. 

We are somewhat at a loss to know the exact figures or to know 
exactly what has occurred, but, certainly, it is quite clear that in 
the past farmers have been given certain favorable rates from tank 
wagons when the farmers’ gasoline was delivered to tanks on the 
farms. 

On the 1st of June the Federal Government announced that there 
would be a refund of taxes on farmer gasoline. The blanks were 
made available, I think, on the first of June for the first time, although 
i refund checks were mailed out the last of June or the first 
of July. 

But the ublic announcement went out generally about the first 
of June to the effect that there would be a refund of tax to the farmers 
which they had not heretofore received. 

About that same date all of the major oil companies, at least in 
Texas, with the exception of Shell, which company tells me that they 
are not engaging in this business, announced that their jobbers or dis- 
tributors would raise the price of tank wagon gasoline to farmers 
by one-half cent. 

Obviously, it could not fall at a more harsh time on the farmers 
of Texas, suffering as they are a most severe drought and depressed 

rices, too. 

The half-cent raise that we have in mind bears no relation to any 
general raise of price of gasoline over the State. I find that there is 
some question about that. Maybe we can clear that up this morning. 
There seems to be some question as to just exactly what happened in 
the way of a general raise. 


1 
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I have been told that there was a price increase of 1 cent per gallon 
to all consumers in Texas about this same time, but I have later been 
told that there was not any such increase; that the _ increase which 
occurred at that time was the increase on the 1st of July to compensate 
for the increased Federal tax. ; . 

I am sure some of our constituents think there was an increase prior 
to the 1st of July, because I was in Texas on the 1st day of July, and 
I had had complaints about this prior to that time. 

But, probably, some of the gentlemen who are with us this morning 
can tell us about that. 

Our purpose here is to try to see what the facts are. Naturally, 
we do not want to see farmers discriminated against. We do not 
want to ask anything unfair, either, of the oil companies. But we 
want, of course, to see the farmer in Texas be not given an unfair deal. 

For the benefit of the members who have just come in, I was just 
making a little statement as to why we are here. I was merely point- 
ing out that in Texas there has been some kind of an increase in the 
price of tank-wagon gasoline to the farmers, an increase that was not 
applied across the board and that was not applied to the city con- 
sumers or the ordinary purchasers of gasoline at the filling stations. 
It is for the purpose of going into that that we are having this hearing 
this morning. 

I was just outlining to the visitors what we have been told. 

I would like to read into the record a letter dated July 16, that I 
have received from Hon. J. Walter Hammond, the president of the 
Texas Farm Bureau, from Waco, Tex. Hesays: 


Hon. W. R. PoaGe, 
Washington, D.C. 


DEAR Mr. PoaGe: I want to give you an explanation of a situation we have here 
inn Texas pertaining to an increase in the tank-wagon price on gasoline to farmers 
only. I am requesting that you present this information to the Committee on 
Agriculture in the hearing pertaining to the increase in the tank-wagon price on 
gasoline to farmers. 

As you know, sometime back the Congress, by an act, exempted farmers from 
the tax on gasoline used for purposes other than propelling motor vehicles on 
the highway. Then later on, the oil companies here in Texas raised the tank- 
wagon price to farmers one-half cent per gallon. The increase in price applied 
only to farmers. This action on the part of the oil companies, it would seem, 
is an effort on the part of the companies to funnel the refund intended by Con- 
gress for farmers into the treasuries of the oil companies. 

It has been the practice of oil companies to deliver gasoline to farmers from 
the tank wagon at the same price as to other commercial users. 

The best information we have is that the Humble Co. was the first to effect the 
increase on June 1, 1956. Gulf and Magnolia made their increase on June 6; 
Sinclair on June 9; Texas and Continental Oil Co.’s on June 11, and Phillips on 
June 23. As far as can be determined, these are the only companies that have 
made effective the increase in this State. 

The indication is that the competition for farm and ranch business has been 
so keen that the companies suddenly found themselves losing money on these 
accounts. Whether or not this realization was so sudden is a matter of conjec- 
ture, but it seems to me to be an odd coincidence that they should discover this 
just at the time when the farmers and ranchers are to be relieved of the inequity 
of having to pay Federal tax on nonhighway used gasoline. 

Farmers are of the opinion this increase is a flagrant discrimination against 
the farm and ranch trade. It appears to be a deliberate attempt to take away 
some of the benefits farmers would receive from the recent tax refund law. 
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The farmers are requesting that you investigate the possibility of collusion on 
the part of the oil companies. If it is collusion, it could completely nullify the 
intention of Congress to refund Federal taxes paid on gasoline used in tractors 
and stationary engines on farms. 

Respectfully yours, 
J. WALTER HAMMOND, President. 

We also have a representative of the American Farm Bureau Fed- 
eration, Mr. Triggs, who is with us today, and I think that possibly 
it will clarify the whole matter to have Mr. Triggs present their 
understanding of the matter before we call on the representatives of 
the companies. 

So, Mr. Triggs, we will be glad to hear from you. 


STATEMENT OF MATT TRIGGS, ASSISTANT LEGISLATIVE DIRECTOR, 
AMERICAN FARM BUREAU FEDERATION 


Mr. Trieas. Thank you, Mr. Chairman. We do not have a pre- 
pared statement. 

Weare very much interested in the subject of the hearing and appre- 
ciate very much the fact that the committee has called this hearing 
to inquire into the factual situation. 

The situation, as we get it, is apparently fairly general. We do not 
know how general. 

During the past 3 days we have received calls from such widely 
separated areas as Texas and Delaware. In each case we are advised 
that the oil companies have increased tank delivery prices to farmers 
compared with prices charged by other tank delivery customers by 
an amount reported as being half a cent a gallon. 

Of course, we appreciate that there has been an increase in the gaso- 
line tax effective the first of the year; and this is not the subject of our 
concern. 

If this increase in tank truck delivered prices to farmers is a reflec- 
tion of demand and supply conditions and cost of service, this is one 
thing. But if this represents in any way a collusive agreement be- 
tween oil companies, we would certainly, and I am sure that the com- 
mittee and the Congress, consider it a very serious matter indeed. 

The fact that eit sedapatan have apparently acted concurrently or, 
at least, the report that we have is that they acted concurrently in 
Delaware, at least. suggests the possibility f, well, perhaps not. col- 
ae action, but at least a gentlemen’s agreement to move ahead 
jointly. 

But we must say frankly we do not have any factual information to 
support any conclusions. And we will listen to the testimony pre- 
sented here today with a great deal of interest. 

Thank you. 

Mr. Poage. Thank you very much, Mr. Triggs. 

I know that we have representatives of the Humble and the Gulf 
companies present. Is there anyone else here representing any other 
of the oil companies present ? 

Tf not, I have wires that I would like to put in the record. I think it 
would be appropriate to do this before we proceed. 
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I have a wire from Mr, H. Jacobs of the Shell Oil Co. from New 
York stating: 
Your letter addressed to Mr. E. D. Cumming of our Houston, Tex., office 


regarding increase in price of gasoline to farm trade in Texas has been referred 
to us for reply. 

We operate only two gasoline distributing plants in Texas, viz, Houston and 
Beaumont and at neither of these plants do we sell the ranch or farm trade. 

We are, therefore, unable to submit any information regarding price changes 
recently made to these classes of trade. 

(Signed) H. Jacoss, 
Shell Oil Co. 


I have another wire from Houston, Tex. : 


Your letter of July 11 addressed to Mr. Claude B. Barrett, vice president of the 
Texas Co. at Houston, in his absence from the city was not received here until 
yesterday afternoon, July 16. 

We have every desire to cooperate fully with your committee but due to the 
short notice received regret that it will not be practicable for us to send a repre- 
sentative to Washington to appear there before your committee at 10 o’clock 
tomorrow morning, July 18. 

If your committee determines after the discussion tomorrow that it desires 
to go into the matter any further and wishes to have us file a statement at a 
later date, we shall be pleased if you will so advise us to make every effort to 
comply with your wishes. 

©. N. Brooxs. 

I believe I have been furnished a letter from the Gulf Oil Corp., 
although they have representatives present, and I think that we 
might now hear from any of the representatives of the oil companies 
here. Which one of you would like to be first ¢ 


STATEMENT OF B. B. PETTIT, REPRESENTING GULF OIL CORP. 


Mr. Perrrr. I would just like to say that we, too, were caught with 
the shortness of time in that your letter was not received in the 
marketing department until yesterday morning, and we immediately 
tried to give you as much information as we could in the letter that 
we have. 

And in that same letter we plead for more time, should you want 
more details or more factual data. We will be most happy to get it 
and work with you in any way that we ee can. 

Mr. Poace. May I say there, Mr. Pettit, that I realize that notice 
was short and I want to apologize. I want to explain that it had 
been the hope of the committee that we might send a subcommittee 
to Texas with the idea that that would be the best place to go into 
this matter, but I think that you can well understand that with what 
is going on here in Congress just at this stage of the session, that 
it was rather impractical to do that. 

After thinking of doing that for some days, we finally decided— 
Mr. Cooley, the chairman of the committee suggested instead we 
hold a meeting here with the full committee present, and that we could 

robably get all of the facts here that we could in Texas, although 
he recognized that most of the people who are suffering from this 
action are not going to have a chance to be heard except through their 
representatives like Mr. Triggs and Mr. Hammond. 

That is the reason that you didn’t have any better notice. We hope 
that you will understand our difficulties and limitations on us. 

Mr. Perrir. Yes. 

Mr. Poace. Would you like for me to read the letter into the record ? 
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Mr. Perttr. I would, please. I think that it can answer all of the 
questions that we are prepared to give you the factual data on at 
present. 

Mr. Poace. I will proceed then to read this letter dated July 17, 
addressed to W. R. Poage, vice president of the Committee on Agri- 
culture. 


Dear Sir: Your letter of July 11, 1956, addressed to Mr. J. H. Russell, vice 
president of Gulf Oil Corp., Gulf Building, Houston, Tex., has been received. 
However, because Mr. Russell is in charge of pipeline operations and is not 
familiar with marketing practices, Iam replying to your letter. 

The letter was not received by Mr. Russell until July 16, 1956. Because of 
this short notice, I have not been able to assemble detailed data justifying 
our increase of one-half cent per gallon to the farm and ranch consumers, how- 
ever, this increase is fully justified for the following reasons: 

(a) Generally, the farm and ranch consumer trade is expensive to service for 
the reasons that they are located at points remote from the wholesale storage 
plant, sometimes as much as 30 to 40 miles, and delivery to them is therefore 
more expensive than to service stations and other consumers in the immediate 
vicinity of the distributing plant. 

(b) Another factor affecting the cost of these deliveries is that generally their 
total consumption of gasoline is limited and deliveries must be made in quan- 
tities which are relatively small compared with dealer business, and urban con- 
sumers. 

(c) In a great many instances these deliveries must be made over unimproved 
roads and into farm areas which increases the maintenance cost of delivery 
equipment. 

(d) Due to the fact that the income of farmers and ranchers normally is not 
regular, we extend to them credit up to 3 to 6 months as compared to 30 days for 
other consumer accounts. 

(e) The type of equipment necessary to service this farm and ranch trade 
has changed materially in the past 10 years, which change has increased the 
cost of servicing this trade. Formerly a majority of the storage was handled by 
drums, now the farmers request and are receiving skid tanks, overhead tanks of 
capacities from 270 gallons to 560 gallons, resulting in increasing the maintenance 
cost to the supplier for keeping this equipment in top shape—in spite of the 
fact that the average consumption per tractor in the State of Texas for the 
farm and ranch trade is 1,250 gallons per year. 

We are constrained to point out that several of the statements in your letter 
of July 11, 1956, are not accurate insofar as Gulf Oil Corp. is concerned. Here 
in Texas, Gulf has not, within the past 15 years, given any special discount to 
farmers who purchase gasoline from tank trucks. We here in the Houston 
office have not had any contact with any of your representatives in connection 
with canceling the one-half cent per gallon increase. We think that the facts 
enumerated hereinabove justify a larger increase than the one-half cent per 
gallon. 

As to the general statements in your letter concerning how all of the oil com- 
panies could arrive at the same decision at the same time without collusion, with 
reference to this one-half cent per gallon increase. Our information (gathered 
from reports from the field) is that the first increase was by Humble Oil & 
Refining Co., which increase went into effect June 1, 1956, and was followed by 
Magnolia Petroleum Co. on June 5, and by Gulf Oil Corp. on June 6, and by The 
Texas Co. on June 11. 

We here in Gulf for obvious reasons have long felt that due to the increased 
cost of servicing the farm and ranch trade as outlined hereinabove, they should 
bear at least a portion of the increased cost, but due to competitive reasons, we 
have heretofore been unable to place it in effect. 

Immediately upon advice from our field people that our competitors had made 
such an increase, we felt that we were justified in meeting their competition. 

As stated, we have not had sufficient time to elaborate on the matters set 
forth hereinabove, but we shall be more than glad to discuss with your repre- 
sentatives in detail any further questions or matters which you might care to 
bring up about the matter inquired into. 

Yours very truly, 
M. FARNSWORTH, 
Division General Manager. 
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It seems to me that that letter raises some questions that we ought 
to discuss. I do not believe that any of the suggestions set out relate 
to any increase in cost, except the last one which says that in the past 
10 years there has been a change in the form of delivery, that formerly 
farmers received this gasoline largely in drums and now they are 
requesting and receive skid tanks or overhead tanks. 

I wonder just what increased cost that imposes on the oil com- 
panies. 

Mr. Perrtir. Well, sir, that is the type of information that we want 
to make available to you if you will give us sufficient time. If we can 
have the questions, we can get you the specific data and give you actual 
facts rather than something from memory which I, personally, would 
hesitate to try to furnish you. 

Mr. Poager. I think we would all be interested in it, because it would 
be my feeling—again I am talking, as you are, without any detailed 
information on the matter—that when the oil companies are relieved 
of the expense of supplying drums they ought to be able to deliver 
cheaper. 

Each 50-gallon drum has to be filled and handled and delivered and 
unloaded and reloaded and hauled back, whereas now you simply 
drive out there to the farm and you throw out the hose just exactly 
like you do to your filling station in front of my office, and you just 
pump your gasoline from your tank wagon into that tank on the farm 
exactly as you pump it into the filling stations. 

I think the committee will all want to understand just how that has 
increased the cost, because on first glance, of course, it would clearly 
seem that it would decrease rather than increase your cost. 

Mr. Perrtit. I could answer one phase of that without the economics 
involved. Insofar as delivery methods, sir, the drums usually remain 
with the farmer. And the delivery is made in a tank truck, not a 
stake truck. The drums are not ordinarily taken to the bulk plant 
and refilled and then redelivered to the farmers. That went out many 
years ago. 

Mr. Poaaer. Instead of filling 1 tank, instead of throwing the hose 
into 1 tank to put in 560 gallons, you had to put it into 12 or 13 dif- 
ferent drums with some loss every time you changed from one drum 
to the next, because you run those over and you spill a little gasoline, 
at a loss of both time and gasoline. 

And when you fill 12 containers, it would seem to me, that clearly 
it must be a little more expensive than filling 1 container. 

Mr. Perrrr. Well, again I think I can answer that from a practical 
standpoint. I wish it were so from the standpoint of economics that 
the farmer did order 10 or 12 drums at atime. But usually he orders 
in a very small quantity, maybe 100 or 150 gallons at a time, because 
while in reading the letter there I think you referred to 250 gallons as 
the average consumption per tractor, it is actually 1,250 per year. 

The cost of the drum which roughly might be $15 versus the skid 
tank, that might be $150, there is quite a bit of difference there insofar 
as the cost. That has not tended—I am guessing here again—this is 
the type of information I would like to get you exact data on—it has 
not increased the actual drop to the farmer, of the total quantity de- 
livered versus the old drums. We simply had to increase the invest- 
ment. 
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And along with that investment there was no maintenance on the 
old galvanized drum. Believe me, there is plenty of maintenance 
when you have the skid tank and the pump and you have to paint it 
every 2 years or so, and you have to repair that pump as often as it goes 
wrong. And quite often they do break down. 

Mr. Poace. We would like, of course, to have that data. And I 
think we would like to have along with it the number of farmers that 
you serve who get their gasoline in drums now. I know that is very 
few. The number of farmers you serve who supply their own tanks; 
and the number of farmers you serve for whom you supply the tanks. 

Mr. McIntire. I would like to ask a question of the witness. I do 
not know how it is down in Texas but in my part of the country the 
fact that the oil companies have a greater investment in facilities at 
the farm has been due largely to their own competitive arrangements 
by which they have gone out and in order to get the business away from 
some other company, have offered to put more equipment on the farm 
which they have offered to maintain. 

I do not think it is quite consistent to come back and say that just be- 
‘cause they put that equipment out there which, in many instances, they 
put out in order to get the business away from some other company, 
that now just because it is out there and it requires a certain amount 
of maintenance, the cost must increase. Particularly when it was not 
primarily the demand of the farmer. 

In many instances that I know of, the farmer would own all of his 
equipment, but he would have a manual pump. Some oil company 
a come along and say, “If you will just throw away that pump 
which you own, we will put an electric pump in there for you, but you 
do business with us.” 

Do you think just because the oil company went out and got him to 
do away with his manual pump in order to get his business that now, 
just because that pump requires some maintenance, they should in- 
crease that cost? 

Mr. Perrir. Well, sir, you are talking about an area that I am not 
entirely familiar with. I can only speak for Texas. 

Mr. McIntire. I do not believe that is an unusual situation. 

Mr. Perrrr. I can only speak for Texas. I believe the three ques- 
tions that the chairman asked that we attempt to get the actual figures 
on may throw a great deal of light on what you have asked there. 

Mr. McIntire. Do you not believe that has been a competitive 
vehicle ? 

Mr. Perrir. I could discuss Texas with you, but I am not prepared 
to discuss any other section of the country; I am sorry. 

Mr. Kine. No matter what sales methods are used they are often 
expensive, and you have a right to figure in the costs of competing. 
That is their way of figuring costs of competing. If it is something 
that appeals to the farmer, then you cannot say that it isn’t part of 
the farmer demand. 

Mr. McIntire. Possibly not, but it creates a discontent when some- 
body offers to put in everything for free, thereby you get him in a 
position where you justify the increase in cost on the basis of the service. 

Mr. Perrir. I think history on that would be very revealing by 
areas, because competitive situations are largely dependent upon local 
conditions. 
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Mr. McIntire. Certainly. 

Mr. Perrir. So as far as answering in a broad sense, personally, so 
far as I am concerned, that would be impossible. I could discuss with 
you good old Texas. 

Mr. Asernetuy. As I understand the position of your company, 
you now have a system of distribution which costs you more money 
than the previous system ? 

Mr. Pertrr. Again, we can support with the answer to the questions 
our actual economics insofar as the increased cost of distribution 
is concerned. There are many factors that have influenced increased 
cost of distributions: Freight rate increases, transport, truck increases. 

Mr. Azernetuy. I am not speaking of that, because freight rate 
increases apply to everybody—it does not apply just to the farmers. 

My question is, your letter implies that you now have a more costly 
H wages of distribution to agricultural users than you had heretofore, 
thus necessitating an increase in cost to the farmer. 

Mr. Perrrr. That is correct, sir. 

Mr. Aserneruy. Why did you adopt a system that costs more 
money ¢ 

Mr. Perrtrr. Well, sir, as brought out in the letter, I am not an 
pared to answer you because you want facts and I cannot give them 
to you now without sufficient time to prepare them, as we have so 
stated in the letter. 

Mr. Asernetuy. Who put this system in operation—the company 
or the farmer ? 

Mr. Perrir. Well, what system do you refer to, sir? 

Mr. Apernetuy. The system you refer to in your letter. Your 
letter implies that you now have adopted a system of distribution to 
agricultural users which costs you more money than the system that 
you previously delivered under. Isn’t that what your letter says? 

Mr. Perrrr. Well, sir, the letter speaks for itself. 

Mr. Asernetuy. I heard the letter. Does your letter imply—not 
just imply—does it state that you have a system of distribution which 
costs you more money now than the system you previously had, thus 
resulting in an increase of half a cent a gallon to the farmer? 

Mr. Perrrr. The letter—lifting from the text here says that— 

We think that the facts enumerated hereinabove justify a larger increase 
than the one-half cent per gallon. 

Mr. Asernetruy. All right. Then you have a system of distribu- 
tion now to agricultural users which fast year evidently you did not 
have, and this new system of distribution costs you more money to 
deliver the gasoline which you did properly and I guess fairly pass 
on to the farmers; is that right or isn’t it right ? 

Mr. Perrrir. Well, sir, as you have stated it, I believe it can best 
be answered again from the letter: 


We here in Gulf— 


and I am quoting again from the letter, sir; it did not refer to last 
year. 

Mr. Asernetuy. Well now, I will just say, in the past. 

Mr. Perrir. Allright, sir. Itsays: 

We here in Gulf for obvious reasons have long felt that due to the increased 
cost of servicing the farm and ranch trade as outlined hereinabove they should 


bear at least a portion of the increase cost, but due to competitive reasons, we 
have heretofore been unable to place it in effect. 
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Mr. Anerneruy. You have had an increased cost in delivering gaso- 
line to agricultural users which does not apply to other users. That 
is what your letter says; doesn’t it ? : 

Mr. Pertrr. Well, the letter reads as I stated it; yes, sir. 

Mr. AnperNETHY. You can answer that. Who put the system into 
effect and why did you adopt a system that costs you more money to 
deliver the gasoline ? 

Mr. Perttr. Well, sometimes as far as systems and as far as compe- 
tition is concerned, that is dictated by the competitive situation and 
the locality, sir. 

Mr. ApernetHy. You mentioned the drums. 

Mr. Perrir. If I may again, any questions of a specific nature like 
that, the only plea that I can make is that you let us have the time, 
please, to get you the exact facts on it. 

Mr. Asernetuy. Let us answer the practical question. It would 
not be sensible to put into use a system which generally would cost 
more money to delivery any product, would it—as a general rule it 
would not be practical 

Mr. Perrrr. As a general rule you might be force to, sir, because of 
the competition. You do not chose that yourself. 

Mr. Apernetuy. All right. Anyhow, we will agree that a system 
has grown up sometime in the last month or last year, over a period 
of time which you do not refer to specifically as to the days, months 
or years, but a system has been adopted which requires an increase 
in the cost of the delivery of gasoline to agriculture which does not 
apply to the ordinary users of gasoline. You do agree on that? 

Mr. Perrrr. That is so stated in the letter. 

Mr. Aperneruy. You referred to something about the use of drums 
or something that brought this about. Would it be practical to go 
back to whatever other system that you used to have to eliminate this 
increased cost ? 

Mr. Perrir. Again, only the figures would tell you that, sir. 

Mr. Apernetuy. All right. 

Mr. Perrrr. I plead for the figures to speak for themselves. 

Mr. Apernetuy. May I ask this question then? Does it cost you 
more money to deliver gasoline in small quantities such as the ordinary 
agricultural user, than it would in large quantities to the usual filling 
stations ? 

Mr. Perrrr. Yes, sir. 

Mr. Apernetuy. Does it cost you more money to deliver gasoline 
to a small filling station than it does to a big filling station ? 

Mr. Perrir. Well, there are many factors there again, when you 
say a small station and a big station. I would have to know how far 
it is from the bulk plant. I would have to know what the capacity of 
the storage was and what the size of the tank truck is. 

So, basically, if I may say so, it is very difficult again to give you 
facts on a question like that. 

Mr. Asernetuy. I am going to assume—I see you are reluctant 
to do so—and I will assume and I think I can correctly assume that 
it costs more money to delivery gasoline to an ordinary everyday little 
filling station than it does to one of these “uper-super” type of stations. 

I know that is a fact. And that being a fact, you have not at any 
time increased the cost of delivery to the small stations as against the 
large stations; have you? 
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Mr. Perrir. To my knowledge 

Mr. Asernetuy. In the same community ¢ 

Mr. Perrir. To my knowledge, no. 

Mr. Asernetuy. Would it not be just as equitable for your company 
or any other companies to make a change in the delivery price of 
gasoline to small stations as it has made in the delivery price of 
gasoline to farmers ¢ 

Mr. Perrir. Well, sir, again I have no reluctance to answer the 

uestion. But I plead that I do not have the facts, because you may 
Stee 500 gallons 15 times a month to the large stations. You may 
deliver 500 gallons 3 times a month to the small stations. Unless 
you can give 

Mr. Asereruy. The more deliveries you have the more it costs you 
to deliver ? 

Mr. Perrrr. Not necessarily. 

Mr. Asernetuy. It does not? 

Mr. Perrrr. No, sir. 

Mr. AperNerHy. You just stated a moment ago that one of the 
reasons that it costs you more money to deliver gasoline to farmers was 
because of the small quantities in which they areers the gasoline. 

Mr. Perrrr. Well, again, I ask if you would give me the specific 
questions. There are too many factors there where you just cannot 
answer a statement like that and give you the true oe of it. 

Mr. AzernetHy Would you take this record and take the questions 
I have asked home and send us the answers ¢ 

Mr. Perrir. Yes, sir. That is what we would like very much to do. 

Mr. Aserneruy. And then could we have you back at the appro- 
priate time to talk with you about it ? 

Mr. Perrrr. Either myself or a representative of the company is 
more than willing, as brought out in the letter, sir; that they want 
to do everything possible to give you all of the facts. 

Mr. Asernetuy. Has this cost been a burden to Gulf? 

Mr. Perrtrr. Sir, I cannot answer that again. 

Mr. Asernetruy. I didn’t finish my question. Has this increased 
cost that you referred to in your letter been a burden to the Gulf Co. 
or a burden to your distributors ? 

Mr. Perrr. It could be both, sir. 

Mr. Asernetuy. You are still delivering gasoline to those same 
distributors, aren’t you ? 

Mr. Pertrr. Yes. 

Mr. Apernetiy. Does your company sell gasoline to your distrib- 
utors for distribution to filling stations at one price and to the same 
distributors for distribution to farmers at another price, or do you 
sell it to them at the same price ? 

Mr. Perrrr. We do not sell to our distributor. That is consigned 
stock. 

Mr. Asernetruy. Consigned stock ? 

Mr. Perrrr. Yes. 

Mr. Anernetny. Do you consign it to them at the same price? 

Mr. Perrrr. Sir, it is gasoline on a consignment basis which they 
are privileged to sell at the prices that we establish, the so-called tank- 
wagon prices, tank-wagon consumer prices. 

Mr. AsernetHy. Do your distributors contract to distribute your 
gasoline at the price that you make ? 
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Mr. Perrrr. That is correct. 
Mr. Arernetuy. And they are not independent operators? 

Mr. Perrrr. They are independent in every sense as businessmen. 

Mr. Anerneruy. There was a time when the oil companies con- 
tended that the distributors were not independent operators and the 
companies were not liable for any negligence of its distributors—there 
have been such lawsuits ? 

Mr. Perrrr. That is correct. 

Mr. Asernetuy. Which side are you on this morning ? 

Mr. Perrrr. Well, sir, you are asking me to determine a point that 
has already been established—a point of law—the relationship between 
the supplier and the distributor. And I believe that has already been 
establis shied I merely answered your 

Mr. ABERNETHY. What is it ? 

Mr. Perrrr. I merely answered your question of the method of 
handling the stock. That is the only thing that I am prepared to 
answer. 

Mr. Aserneruy. All right. Do you require your distributors in 
Texas—I don’t know anything about any complaints in my State—I 
may have them, I am going to find out—do you require your distribu- 
tors in Texas under contract to sell that gasoline to a filling station at 
one price and to a farmer at another price? 

Mr. Perrrr. That is the basis of our present established tank-wagon 
price, is one price. The tank-wagon price to the farmer and ranch 
consumers is another price. 

Mr. Asernetuy. The answer is “Yes” ? 

Mr. Perrrr. Yes. 

Mr. Asvernetuy. That is what you do? 

Mr. Pertrr. Yes. 

Mr. Asernetuy. Do you require in your contract with your distrib- 
utors that they sell gasoline to anyone else at different prices ? 

Mr. Perrrr. Well now , sir, we do not—as far as the contract is con- 
cerned, I cannot answer your questions about requirements. 

Mr. Apernetuy. Well, you will say 

Mr. Perrrr. It isa commission-type consignment agreement. 

Mr. Aperneruy. You will say, will you not. that your best memory 
this morning is that you do not know of but one distinction that you 
require of your distributors i in the distribution and sale of gasoline, 
and that is, that you require them to sell it to the farmers at a higher 
price than you are requiring it to be sold to anyone else? 

Mr. Pertrr. That is borne out by our price schedules. 

Mr. Aserneruy. And, of course, it just costs you more money to get 
that gasoline out of the ground and to process it and to deliver it to the 
man who happens to be a farmer than it does when they deliver it to 
me. Is that right ? 

Mr. Perrir. There is no statement to that effect in the letter. 

Mr. Asernetuy. That is what you people have found, isn’t it? 

I stated that facetiously, but it is true. It costs your company more 
money to deliver gasoline to Bob Poage as a farmer for his use, than 
it does to deliver it to me as a lawyer to ride around in my car, to 
practice law. 

Mr. Perm. The letter again speaks for itself. That is the only 
statement that we are prep: ared to make. 

Mr. Aserneruy. Will you answer that question ? 
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Mr. Pervrir. I cannot answer it. 

Mr. Arerneruy. Has not your company taken the position that it 
costs you more to draw a barrel of oil out of the ground and process 
it into gasoline for distribution to Bob Poage, a farmer, than it would 
to draw a similar barrel of oil out of the ground and distribute it to 
me and others as lawyers, merchants, and so forth? 

Mr. Perrir. Sir, again, the letter speaks for itself. I cannot answer 
any question of that sort. We did our best to answer Mr. Poage’s 
letter. And that is the only thing that we came here prepared to do. 
We have pleaded for time in the letter for a research privilege on 
specific questions. 

Mr. Asernetuy. Do you live in Texas? 

Mr. Perrrr. Yes, sir. 

Mr. Asernetuy. Where do you live, Houston? 

Mr. Perrrr. Houston. 

Mr. Asernetuy. What company in Texas put this into effect first, 
Humble? 

Mr. Perrrr. The letter states that the first increase was made by 
Humble on June 1. 

Mr. Asernetuy. Who made the next increase? 

Mr. Perrrr. Again, the letter refers, I believe, to the Magnolia 
Petroleum Co. instituting the increase June 5. 

It further refers to Gulf making the increase June 6. 

And if memory serves correct, the Texas Co. on June 11. Those are 
the only facts that I have with respect to the increase. 

Mr. Azernetuy. Has that increase been uniform throughout the 48 
States ? 

Mr. Perrrr. I can only speak for Texas. 

Mr. Avernetuy. Is there anybody here who can speak for anything 
other than Texas ¢ 

Mr. Perrrr. I do not know, sir. 

Mr. Azernetuy. From your company ¢ 

Mr. Pertrr. No,sir. [ama retail sales manager. 

Mr. Anernetuy. Of the Gulf Co. ? 

Mr. Perrrr. For the Texas division. 

Mr. Apernetuy. The Texas division ? 

Mr. Perrir. Yes, sir. 

Mr. Anernetuy. Do you have any idea that this same increase has 
been put into effect in other States ? 

Mr. Permit. Sir, I do not have any details. 

Mr. Anerneruy. You do not know ¢ 

Mr. Perrrr. No. 

Mr. AnernetHuy. You do not have the slightest idea ? 

Mr. Perrrr. We have all we can handle watching our good competi- 
tors down our way—that is all we can handle. 

Mr. Anernetuy. Can you tell us whether there is anybody connected 
with the Gulf people in Washington who could tell us whether or not 
this same increase has been made in other States ¢ 

Mr. Perrtrr. Insofar as Washington is concerned, I seriously doubt 
it. Wedo have our general marketers. 

Mr. Anernetuy. Can you give us the name—you say not in Wash- 
ington—but can you give us the name of anyone that we could have here 
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in the next few days who could determine whether or not this increase 
had been made in other States; and, if so, what States? 

Mr. Pertir. Well, we have a vice president in charge of the domestic 
division, Mr. C. J. Guzzo, G-u-z-z-o—I am sure that he could name 
someone. 

Mr. Asernetuy. Could you find out by just making a simple tele- 
phone call and asking your boss or somebody, “Have we increased this 
gasoline price to farmers in other States?” 

Can you determine that in a short while if we pay for the call ? 

Mr. tT. Well, sir, again, I would like to say that things of that 
nature require—and I am learning fast—they require a lot of support- 
ing data behind it. 

r. ABERNETHY. Gasoline has increased in Texas to the farmers 
one-half cent, you know that ? 

Mr. Perrrr. Yes. 

Mr. Asernetuy. Could you put in a call, if we paid for the call, and 
ask, “Boss, has gasoline gone up a half a cent in Mississippi to farmers 
and:other States of the Union to farmers?” 

Mr. Perrir. Again, we have—in those States we may have 150 
bulk plants there. 

Mr. Apernetuy, I know, but they all have the same contract that 
you have in Texas, 

Mr. Pertrr. They do not have the same competitors, sir. 

Mr. Apgernetuy. No; that is quite true. 

Mr. Perrir. Most of your moves—— 

Mr. Apernetuy. But you have just given the reason it was because of 
your competition, and you might not have done it in other States, 
you-have indicated, because you do not have that competition. 

Mr. *Perrrr. It would take time to give you the facts, Then we 
could answer any questions pertaining to any part of the country 
that you might indicate. 

Mr, ABERNETHY. You have just indicated that one of the reasons 
you did this was because of competition. 

Mr. Pertrr. Yes, sir. 

Mr. Asernetuy. Well, now, the Humble people went up one-half 
cent. That left you in a very. favorable position to compete with them. 
You eould have sold it one-half cent cheaper. 

You tell us this thing is competitive and Humble went up a half a 
cent and “it put us at a disadvantage and we had to go up a half a 
cent, too.” 

Mr. Perit. Well, sir, again may I refer back to the letter again 
where we have tried to answer that to you? 

Mr. Anernetuy. All right. 

Mr. Perrir. We have said: 


We here in Gulf have long felt that due to the increased cost of service to 
the farm and ranch trade as outlined hereinabove they should bear at least a 
portion of the increased cost but due to competitive reasons we have heretofore 
been unable to place it into effect. 


Mr. Anernetuy. I see your point. So, when Humble broke the ice 
on this thing, then Magnolia followed and then you followed and 
others followed. Humble is a subsidiary of the Standard Oil Co., isn’t 
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it? You wouldn’t know about that unless you checked back, I pre- 
sume, 

I guess that is all. 

Mr. Suwpson. Mr. Chairman, I would like to ask the witness what 
is the average gallonage delivered to a farmer in Texas, if you know 
it, in your area? 

Mr. Pertir. No, sir; I do not know. 

Mr. Suwpson. Per year? 

Mr. Perrtrr. I cannot answer that. We tried to get some of that 
information late yesterday afternoon and we were unable to do so. 

The only information that I was able to get that was authentic was 
the consumption per tractor, which was 1,250 gallons on the average 
for the entire State. 

Mr. Smpson. 1,250 per year? 

Mr. Pertir. Per tractor; yes, sir. 

Mr. Sumpson. Per year? 

Mr, Pertrr. Yes. 

Mr. Sumpson. That would be $6.25 increase to the farmer per year? 

Mr. Perrir. Per tractor; yes, sir. 

Mr. AnerneTuy. May I ask another question? This is something 
that I have always wondered about. 

I live down in Mississippi, about a thousand miles from here, and 
I buy gasoline at about 3 or 4 filling stations between here and my 
home. 

At one spot between here and my own home the gasoline—all of 
it made in the same place—I find gasoline down in one spot about 6 
or 7 cents higher than it is here in Washington. Gulf gasoline all 
came from Texas. Why is that? 

Mr. Perrrr. Well, again, I could not answer you, but I could tell 
you basically why it might be. I cannot answer you specifically. 

The CuarMan (presiding). District taxes versus State taxes, is one 
thing. 

Mr. Pertrr. You have State taxes that are different ; you have county 
taxes in many areas, and in addition to that, you have city taxes. 

Once that gasoline is sold to a service station—I am speaking for 
Gulf now 

Mr. Anernetuy. You sell it to the servie station ? 

Mr. Perrir. Yes, sir. We operate very few salaried service stations. 

When that is sold to a station that is an independent merchant. He 
has the right to mark that up to any level he sees fit. That is his 
own gasoline, If he wants to give it away, he can. Lf he wants to sell 
it at a competitive level, that is his privilege and prerogative. 

So I cannot answer you specifically, because I do not know. 

Mr. Simpson. Will you yield? 

Mr. AspernetrHy. Yes. 

Mr. Srreson. Isn’t it true that an independent oil gasoline station 
in a town can set the price of gasoline at any price they want to? 
And isn’t it, also, true that the so-called big companies like these 
with premium gasoline, have a certain markup above that independent 
price regardless ? 

If you get into a price war in a certain area and the independent 
cuts the price 2 cents a gallon, then the big companies cut their price 
2 cents a gallon to keep that equation about the same. 

Mr. Perrrr. Well, tsa answer that in the service stations, sir. 
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Mr. Simpson. Hf you are a branch manager of the Gulf Oil Ce., you 
do not know much about competition. 

Mr. Perrir. You are asking general questions. And, again, sir, I 
would plead to furnish you any information on specific localities. 

Mr. Smorpson. It is a commnon practice in Illinois when an inde- 
vendent filling station cuts the price 2 cents, Standard, Sinclair, Phil- 
fin cuts the price accordingly. 

Mr. Perrrrr. Well, sometimes to to my knowledge it has happened 
and sometimes it does not. 

Mr. Simpson. Then when they get into a price war, they sell it at 
cost or below ¢ 

Mr. Pertrr. Well, I can’t answer you on that. 

Mr. AnernetHy. Do you know whether or not Gulf transports 
gasoline to this area from Texas by water ¢ 

Mr. Perrrir. No, sir. I cannot answer that. I mean our problems 
of supply and distribution are manifold. And again I can tell you 
about our distribution setup in Texas. 

Mr. Anernetuy. I am going to assume—and I am not just assum- 
ing just to be assuming—I know for a fact that they do. And they 
also transport gasoline to the Gulf ports area in my own State by 
tankers, by water, 

Eliminating State taxes, Gulf gasoline down there is 5 to 6 cents a 
gallon higher than it is in this area, although it comes a great distance 
to Washington. 

Can you tell us why that is? Maybe this is far afield from this 
hearing, but I have always been curious to know why. 

Mr. Hock The only thing that I could say, if you would give me 
time to analyze the competitive situation locally, I might be able to 
give you the reason for that. 

Mr. Anernetruy. You have some refineries down in my State, too. 
Still that same oil that comes out of the same hole sells for more there 
than it does here. And I cannot understand why. 

Mr. Arserr. In the new highway bill farmers who use gasoline in 
farm machinery have certain tax exemptions not applicable to those 
who use the highways. 

Has that got anything to do with the decision of the oil companies 
in Texas to stick another charge on the farmers? 

Mr. Perrtr. Again I will go back to the letter. I think that was 
the question that was asked in Mr. Poage’s letter or alleged, and we 
have attempted, as best we could with the time that we had, to answer 
that in this prepared letter for you. 

Mr. Auserr. That would appear to be so basic that you could answer 
the question “yes” or “no.” 

“ do not see how you could possibly have to go refer a letter on 
at point. 

oar Peritr. Well, sir, again we tried to answer you as to why the 
increase, and we gave you—— 

Mr. Atpert. I know that. 

Mr. Perrrr. The several reasons. 

Mr. Apert. I would like an answer from you, if you can give it- 

Mr. Perrir. Well, sir 





Mr. Autsert. Whether that fact was a factor in the matter or not. 
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Mr. Perrrr. The only factors that involved the Gulf Oil Corp. 
increase to the farm and ranch consumers are those that were stated 
under A, B, C, D, and E in the letter, sir. 

Mr. Avsert. Anything not involved in those was not a factor in 
the increase ? 

Mr. Perrir. No, sir. We again tried to make it clear if there are 
any other factors that you would like for us to clarify we would plead 
for time to give you the factual data. 

Mr. AvBerrt. rsonally would like to have a “yes” or “no” state- 
ment. Am I asking too much to ask whether the tax situation had 
“oe to do with it or not, to any degree ? 

r. Perrrr. So far as the tax, no, sir. 

Mr. Atsert. Thank you. 

The Cuarrman. Was it the repeal of the tax that precipitated this 
increase in the prices by the companies ? 

Mr. Perrrr. The answer was “No” on that, as has been brought out. 

The Cuamman. You say the answer is “No,” but it followed imme- 
diately after the repeal of the tax, didn’t it? 

Mr. Pertrr. Well, it was instituted by the Humble people on June 1. 

The Cuarrman. Just a coincidence ? 

Mr. Perrir. To our knowledge, it was coincident. So far as Gulf’s 
knowledge is concerned, it was based on the facts as indicated and 
had no relationship whatever to taxes or any other matter. 

The Cuarrman. Any time that the company desires to increase 
another half a cent, or another cent, it means all of the companies will 
follow that increased price ¢ 

Mr. Perrrr. I could not answer that. I would seriously doubt it. 

The Cuarmman. Why would you seriously doubt it? 

Mr. Pertir. Again, historically that just has not» been the case. 

The Cuarrman. That is right, historically it has not been the case, 
but that is the reason I emphasize the fact that it appears to us that 
it was the repeal of the tax which precipitated the companies to in- 
crease the prices. 

Mr. Perttr. Well, sir, we are trying to make it clear that it had no 
relationship in so far as our reasons for increasing the price. 

The Cxuarman. Did you call the Humble Co.?’ The Humble Co. 
was the first to increase the prices. 

Mr. Perrtir. The reason we learned of those things is that our peo- 
ple in the field report to us. That is the reason why. From our 
various districts we had to contact all of our field people to determine 
what had been done in the State. 

: i get our competitive information from our own people in the 
eld. 

The Cuarrman. I understand; but your people in the field had col- 
laborated with their representatives, hadn’t they—with the Humble 
Co. representatives ? 

Mr. Pertrr. No, sir. 

The Cuarmman. How did they find out? What prompted them 
to take the initiative? 

Mr. Perrir. The way those things usually happen, sir, is that we 
get it from our customers. They are the ones that first tell us that 
they have. We are all out after the same type of business. We are 
all soliciting the various consumer accounts. 
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The Cuamman. As Mr. Abernethy pointed out a moment ago, if 
you had remained at the original price, you would have had the 
Humble Co. at a disadvantage; wouldn’t you? 

Mr. Perrtrr. Well, yes; they would have been at a disadvantage. 

The Cuarrman. You would have forced them to lower their price? 

Mr. Perit. I do not know that we would have been able to ac- 
complish anything, sir. 

= CuHarrMaNn. You would have had all of the business; wouldn’t 

ou?’ 
fs — Pertir. I do not know that condition. We have never been 
in that. 

As far as I am concerned, I have never seen that condition available 
from a competitive standpoint. 

The CHarrman. Did you try to ascertain what prompted the 
Humble Co. to increase the price ? 

Mr. Perrtrir. No, sir. 

The Cuarrman. You just followed suit without regard to the rea- 
sons which prompted them ¢ 

a Pertir. We followed suit for the reasons outlined in the letter 
there. 

The CuHarrman. All those same reasons existed prior to the time 
the Humble Co. increased its price; didn’t they ? 

Mr. Pertrr. As we have so stated in our letter ; yes. 

The Cuamman. It appeared rather strange that after the repeal of 
the tax, up went the price. 

If a farmer has a tank on his farm, you still charge him more than 
rae the filling station operator who has the tank in town; do you 
not 

Mr. Perrir. At the present time, all of our farm and ranch con- 
sumers are charged half a cent more than the regular dealers; yes, sir. 

The CuarrmMan. Why is that? If I, as a farmer, put in my own 
equipment, my own pumps, why do you not sell it to me as cheaply as 
you do the man who operates the filling station in town? 

Mr. Perrtir. Generally speaking, the farmers do not have their own 
equipment. 

The Cuarrman. I know. They do not have their own equipment 
because you give them a loan tank; then you may charge them the 
extra half-cent. It would be to the benefit of the farmer to buy his 
own tank, pay for it himself, and receive the benefit of that half a cent 
reduction. 

— Perrtr. I couldn’t answer that without going into the economics 
of it. 

The CHarrman. Mr. Jennings points out that the service station 
does not own its own equipment. 

Mr. Perrrr. In some instances they do; and in other instances they 
donot. They may lease them. 

The CuarrMan. In those instances where they do not own it, they 
still get the half-cent advantage over the farmer ? 

Mr. Perrrr. That is correct. 

Mr. Kina. I was just going to make a point that price change in any 
kind of merchandise is usually led by some one merchandiser and then 
ethers follow. They follow because they realize that they, too, need the 
higher price, possibly, to cover costs. 
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The downswing is often led by some one merchandiser who first 
lowers the price. So somebody has to lead, if it ever comes up. That is 
typical of merchandising in any line. 

The Cuarrman. Somebody has to lead if it ever goes down. 

Mr. Kine. Sure; and they do. 

The CHarrman. They always swing up 7. 

Mr. Kine. In any competitive system that is the way prices are 
likely to fluctuate. 

The Cuarrman. Has the Department of Justice made any investiga- 
tion into this situation ? 

Mr. Perrrr. Not to my knowledge. 

The CuatrMANn. Are there any farther questions ¢ 

If not, we thank you very much for your cooperation and ap- 
pearance. 

Mr. Perrir. Thank you. . 

The Cuatrman. Who is representing the Humble Oil Co. ? 

Mr. Merrity. I am. 

The Cuarrman. Identify yourself for the record. 


STATEMENT OF W. J. MERRILL, REPRESENTING HUMBLE OIL & 
REFINING CO. 


Mr. Merrit. My name is W. J. Merrill. I am very recently a 
resident of Washington, D. C., just having recently moved here from 
Houston, Tex. 

The Cuarrman. You moved from Houston to Washington ¢ 

Mr. Merrit. Yes, sir. 

The Cuamman. You are not going to increase the price on the 
District people, are you? 

Mr. . I hope that my expenses are not that great, Mr. 
Chairman. 

I would like to explain that I am an attorney, and that I have not 
represented our sales department. I am not familiar with the fact 
which you may desire to inquire into here this morning. 

We received Congressman Poage’s letter this past Monday on the 
16th. We have had very little time to reply, but Mr. H. W. Ferguson, 
the vice president of our company in charge of the sales department 
on the sale of gasoline has prepared a written statement or letter in 


reply to Mr. — 
y purpose in being here this morning is simply to note any ques- 
tions or inquiries which you may have, and to assure you that we will 
try to answer them as quickly as possible. 

The Cuarman. Why did this increase in price so closely follow 
the repeal of the tax? 
_ Mr. Merri. May I answer that by reading Mr. Ferguson’s letter, 
Mr. Chairman. 

The Cuarrman. Yes; if you wish to. 

Mr. Merrit. I think it will repeat some of the things that may 
have been said, but may throw more light on it. 

This letter is dated July 17, addressed to Mr. Poage. [Reading:] 


Your letter of July 11 addressed to Mr. Hines H. Baker has been handed 
to me for answer since Mr. Baker is on vacation. 

Your letter states that in June 1956 “all of the major oil companies in Texas 
ure — to have announced an increase in the price of gasoline of 1 cent 
a gallon.” 
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We made no such increase in our gasoline prices in June and, as far as we 
know, no such price increase was made by other marketers in Texas. 

Evidently the people who supplied information to you with respect to price 
changes in Texas during this period have mistaken a tax increase for a price 
increase. As you know, the Federal tax was increased, effective July 1, by 1 
cent per gallon and we increased our prices on July 1 to include this additional 
tax. 


I might say there, Mr. Chairman, I believe before you came in Mr. 
Poage satisfied himself and the other members of the committee on 
that score and we more or less disassociated that from the discussion 
here. 


Your letter states also that “at the same time, the same companies are reported 
to have discontinued all or a part of a special discount heretofore given to farm- 
ers who purchased gasoline from tank trucks.” 

Humble has never given a special discount to farmers, and the statement quoted 
from your letter is incorrect insofar as Humble is concerned. The facts with 
respect to Humble’s prices are that on June 1, 1956, we established a farm and 
ranch tank-wagon schedule containing prices which are one-half cent per gallon 
higher than the tank-wagon prices charged to dealers and commercial-industrial 
consumers. 

Thus, contrary to the suggestion contained in your letter, we always charged 
farmers the same price as that charged to dealers and commercial-industrial 
consumers until June 1, when the above-described schedules were put into effect. 

The decision to establish these new tank-wagon schedules was not a hasty one 
but came as the result of a long and serious study. 

For years we have realized that it costs more to make deliveries to farmers 
and ranchers than it does to make deliveries to service stations and commercial- 
industrial consumers because of the distances, road conditions, small quantities, 
and extra time required to serve these accounts. 

In October 1947, Humble began paying to its bulk commission agents and 
tank-wagon commission contractors a higher rate of commission on sales made 
to farm and ranch accounts than it did on sales and deliveries to all other classes 
of trade. The amount of this added commission depended upon the concentra- 
tion and size of farms and ranches, their average distance from the bulk plant, 
and other related factors. 

This differential, which averaged 0.35 cent per gallon, was given in recognition 
of the higher cost involved in sales to farmers and ranchers; however, it was 
never adequate to cover entirely the added cost of these deliveries. 

Since this farm differential was instituted in 1947, it has been the subject of 
constant review because costs have continued to rise and the problem has become 
more acute through the years. Our studies convinced us that unless they obtained 
some relief from increased costs, these commission representatives would be 
unable to continue serving the farmers and ranchers adequately. 

After an intensive survey which lasted more than 6 months and after thorough 
discussion of the problem, we increased to 0.55 cent per gallon the differential in 
the commission paid to our representatives on farm and ranch sales as compared 
with other sales. 

This increased differential was placed in effect on June 1, 1956, and, while it 
does not cover all of the added cost incurred in making farm and ranch deliveries, 
it does aid the commission representatives in serving the trade. 

At the same time and for the reasons stated we increased our tank-wagon price 
on sales to farmers and ranchers by one-half cent per gallon. 

We took this action independently and without consultation with any other 
seller. As far as we know Humble was the first marketer in Texas to take this 
action. 

You will recall that Texas statutes require marketers of gasoline to post their 
prices and we are able to determine competitive prices by observing the postings 
of other companies. Since June 1 some marketers in Texas have increased their 
posted prices to the farm and ranch trade. 

The first marketer to increase its price to farm and ranch trade after June 1 
took this action approximately 1 week after Humble announced its price in- 
crease. At the date of this letter, more than 6 weeks after Humble’s price in- 
crease, it is indicated that a number of marketers in Texas continue posting the 
same prices to farmers which were in effect before June 1. 

Thus the facts furnish an obvious answer to the question in your letter “as to 
how all of the oil companies could arrive at the same decision at the same time 
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without any collusion.” The facts are that all of the companies did not arrive at 
the same decision and that no two companies took comparable action at the same 
time, and there are no facts which suggest the possibility of collusion. 

The prices which are discussed above are applicable in Texas. It should be 
borne in mind that prices charged to farmers have been increasing in other 
agricultural States over a period of years. 

As far back as 1947 some marketers in other areas, recognizing that provision 
must be made for the high cost of deliveries to farmers and ranchers, established 
differentials which resulted in higher prices to farmers and ranchers. 

At the present time farmers and ranchers in agricultural States generally pay a 
higher price for gasoline than that paid by commercial-industrial consumers or 
dealers. You will find that in many areas marketers post the same price for 
farmers as that posted for other consumers but, when you take into account the 
quantity discounts posted, it is apparent that the real price to the farmer is 
higher than that paid by the large industrial consumer or the dealer. The differ- 
ential which we are discussing here is simply a recognition of one of the economic 
facts of life; small deliveries made after long hauls are expensive to the seller. 

In closing we wish to emphasize that the farm and ranch differential which 
Humble has established for its sales in Texas does not compensate wholly for the 
differential in cost between deliveries to farmers and ranchers and those of other 
types of consumers. 

We wish to serve the farmers and ranchers of Texas to the best of our ability 
and we cannot give adequate service to these customers unless we are able to 
recoup a part of the increased cost which these deliveries require. We should 
also like to emphasize that the farm differential which we established on June 1 
is in no way connected with the refund of Federal gasoline taxes, which was 
authorized by recent legislation. 

We trust that the information submitted in this letter is sufficient to answer 
your questions. However, if you feel that any further information is needed, 
please call on us. We are glad to have this opportunity to submit the facts to 
you and your committee. 


Mr. Asernetruy. Mr. Merrill, as I understand the crux of that 
statement the company made this increase because it cost them more 
money to deliver the gasoline to the farmers than it did to the other, 
we will say, commercial users such as filling stations and soon. That 
is what the letter says; does it not ¢ 

Mr. Merritt. You are asking me that question ? 

Mr. ABIRNETIE. Yes; that is the substance of the letter, it costs more 
money ? 

Mr. Merrett, I think that is it in general, a statement of it. I think 
the letter states that the costs have been higher all along, and that they 
have increased in recent years with the higher cost of living generally, 
the higher salaries, higher expenses, and so forth. 

Mr. Averneruy. If I understand the letter and your statement, it 
is because of the small quantities in which the farmers buy gasoline. 

Do you make any distinction between the small farmer who might 
have 1 pamp on his farm and a plantation operator who has 4 or 5 
pumps / 


Mr. Merritt. I do not know. May I say again—I do not know if 
a were yet when I made my introductory statement—I am a 
a 


wyer. I do not represent the sales department. I am not here to 
testify. I am here to present this and to note any questions and in- 
quiries which the committee may make and to obtain as speedily as 
possible answers to those questions and inquiries. 
Mr. Aserneruy. Well then, as I understand it, any questions I ask 
ou, the answers to which are not in that letter, you will have to go 
pack to the company to get the answers ¢ 
Mr. Merritz. That is correct. 
Mr. Azernetuy. Why didn’t you just mail us the letter? 
Mr. Merritt. Because—— 
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Mr. Apernetuy. And tell us that? 

Mr. Merritu. Because we understood—we can readily appreciate 
from the questions that have gone here before, that a letter may not 
explain all of the things upon which you might desire to inquire. 
Therefore, we would like to give you those answers. 

Mr. Apernetuy. Let us just consider the philosophy of the letter 
and the economics of the situation. Just you, as a lawyer, and I, as a 
lawyer, and assume we do not know anything about the processing 
of gasoline which we do not know. 

s a citizen and a lawyer or just an ordinary everyday layman, 
should I say, you will agree with me that it costs more money to de- 
liver gasoline to one pump on a small farm than it would to four pumps 
on a large farm ? 

Mr. Merriwz. I would agree with you that is one element to be 
considered, one item. 

Mr. Asernetuy. But your company has made no distinction there; 
has it? 

Mr. Mrrriix. I do not know. 

Mr. Anernetuy. The letter does not speak of any. 

Mr. Merritz. No; not that I recall. 

Mr. AnerNetuy. [ can envision in my own mind, numerous country 
stores where they have one gasoline pump and right across the road 
there will be a similar gasoline — in a farmer’s yard, where the 
same company delivers the same gasoline to both of those pumps. 

Can you tell me why it would cost any more to deliver gasoline to 
that country store which has one pump than to that farmer’s pump 
right across the road ? 

The Cuamman. You have it crossed. You reversed it. 

Mr. Apernetuy. I have; yes. 

Mr. Merrmi. Mr. Congressman, speaking to you as lawyer to 
ldwyer, and as a very poor economist, and saying that subject to the 
right of people more qualified to testify than I to contradict what I 
may say, I would answer that question this way: 

ere may be an isolated instance such as that which you describe, 
which would not be descriptive, nor a fair appraisal of the entire 
situation over a countryside in a given community. 

Mr. Kina. Will you yield there ? 

The Cuatrman. If your reasoning is sound, it costs more to deliver 
gasoline to a remote rural service station than it does to deliver gaso- 
line to filling stations thickly located in the city of Dallas, we shall say. 
You have one price for the Dallas people, and you have one price for 
all of the rural people. That is the same. With the farmer out 
there, it is different. 

Mr. Kine. Will you yield? 

The Cuairman. Let him answer and then I will yield. You kriow 
that is true; isn’t it? 

Mr. Merriwwz. I would say that the distance of the haul would be 
one item of cost ; yes. 

The Cuarrman. Right. In my hometown they have to drive 15 or 
20 miles to deliver gasoline to some filling stations, yet they can de- 
liver gasoline to a farmer half a mile away or maybe less. I live in a 
rural community, and you will penalize the farmer because he happens 
to be a farmer. 


83390—56——4 
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And you are shipping that gasoline on the truck 15 or 25 miles away 
from the distribution plant, to an industrial user, not only to him, but 
tourists, anybody who drives in a motorcar. 

Mr. Kine. Will you yield? 

The Cuatrrman. Mr. Abernethy may. 

Mr. Asernetuy. Yes. 

Mr. Kine. In the letter there is one definite answer to your ques- 
tion why they should charge more. He states their commission is 
higher on that class of trade. Therefore, their costs are greater. 

r. AperNeTHyY. It does not cost them any more to draw it: out of 
the ground ; does it ? 

r. Kine. It costs them more to pay the distributor for putting it 
there. The commission is higher on that class of trade. 

Mr. Anernetruy. It does not cost them any more to deliver it to the 
country store than across the road to the pump on the farm. 

Mr. Kine. Because he pays a higher commission on it. Yes; it 
does. 

Mr. Anernetuy. How much higher is the difference in cost ? 

Mr. Kina. 0.55, a little over half a cent. 

Mr. Asernetuy. In other words, the distributor goes south 5. miles 
to the country store, leaves my community and he delivers gasoline to 
that country store for distribution to the automobile drivers and it 
costs him less to deliver that than it does when he pulls across the road 
and delivers a similar quantity to the farmer? 

Mr. Kina. There is a higher commission that is paid. Just because 
it is a class of trade, so the cost is there. 

Mr. Anernetuy. I asked the witness. Let me ask him another ques- 
tion and then I will surrender the floor. 

If these companies are going to make a distinction between the usual 
commercial trade, the automobile driver and the consumption of gaso- 
line by farmers, then would it not. be just as logical and sound and 
reasonable for them to make a distinction between large farmers and 
small farmers; and, also, to make a similar distinction between super- 
service stations and the ordinary smalltown corner service station? 

Wouldn’t the argument be just as sound for one as for the other? 

Mr. Merriiti. You are asking me that question as a witness, I am 
not qualified by experience or present position to give you an answer 
to that. 

Mr. Aserneruy. I am not, either. I am just assuming that that 
would be true to just an ordinary layman. What are your views 
about it? 

Mr. Merrmu. If you are asking me the question whether it would 
cost just as much to haul the gallon of gas those 10 miles as it would 
to haul it the other 10 miles, then my answer, as a lawyer to that, 
would be “Yes” to that simple isolated question. 

Mr. Asernetiy. Then you have answered the question I asked a 
moment ago, it costs the same amount to deliver the 10 miles to the 
country store as it does to the farmer. There is no difference in the 
cost. 

Mr. Kine. The commission is higher. 

Mr. Anernetuy. Why should it be any higher? 

Mr. Kine. Because it is in a class. Commission covering a cer- 
tain class of delivery, you pay it out. It is definitely a cost. 
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Mr, Anernetuy. Who put it in that class? The company put it 
in that class; didn’t it? 

Mr. Merritt. Why it did so, I do not know. I am not qualified 
to answer. 

Mr. Aprernetuy. I do not know, either. 

I want to ask you, not in any way connected with the gasoline 
business, that is, Boeck, but just as a lawyer, Merrill—your name 
is Merrill ? 

Mr. Merruyt. That is right. 

Mr. Asernetuy. To Lawyer Abernethy—and I am just an ordinary 
country lawyer—but I think I can make some reasonable conclusions 
on this thing—will you answer this: 

Isn’t it just as reasonable that the company should make a dis- 
tinction between the delivery of gasoline to a large service station 
as against a small station? Wouldn’t that be just as reasonable as 
making deliveries between commercial users a agricultural users ? 

Mr. Kine. Will you yield again ? 

Mr. Aserneruy. I asked the witness a question and I would like 
for him to answer that and then I will yield. 

Mr. Merrmu. Mr. Abernethy, as a lawyer, I might answer that 
with legal logic and reasoning and come up with an affirmative an- 
swer, and yet I know nothing of the business. And I cannot help 
this record here at all. 

Mr. ApernetHy. That was just a simple question of economics; 
that is all it is. 

Mr. Merri. Sometimes simple economics, of which we do not 
know the facts from actual day-to-day experience, come up with the 
wrong answers. 

Mr. Asernetuy. The only reason I asked the question is because 
you have made the statement. And Mr. Pettit made the statement. 
And I assume all of the other companies will make the same state- 
ment that it costs them more money to draw a barrel of oil out of 
the ground and process it into gasoline and deliver it to a farmer 
than it does to draw out a similar barrel of oil and process it into 

line and deliver it toa service station. I just cannot see it. May- 
it does. I would like to see the answer. It would be rather 
interesting. 

And if you can get it for us, we will appreciate it, without referring 
to your letter. 

r. Merritt. We will be delighted to attempt to answer that ques- 
tion, Mr. Congressman, fully and completely. 
r. ABERNETHY. I yield. ‘ 

Mr. Kine. Why do you assume that they do not make any differ- 
ential in farm accounts based on size or in service stations based on 
size? I donot know anything about Texas. 

Mr. Asrernetuy. He might tell us about that. 

Mr. Kine. They are made in the East, based mainly on storage ca- 
pacity. And, therefore, based on the volume of the single delivery 
which does mean economy and a differential in cost. 

Mr. Asernetuy. I will say that the Gulf Refining Co. does not 
make any distinction in the oe that they get for the gasoline at a 
superstation, in my part of the country, than they do at an ordinary 
little corner station where there are only 1 or 2 pumps. 
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Mr. McIntire. I would like to ask the witness one question. 

As I understand it from your reading of that letter, back in 1947 
you put in a commission margin of 0.35 to the distributor on his 
volume to the farm and ranch trade. 

Mr. Merri. There is a differential allowed. That is it. 

Mr. McIntire. On June 1, 1956, that margin or that discount was 
increased to 0.55% 

Mr. Merriwy. Yes, sir. 

Mr. McIntire. At the same time that you increased the margin to 
0.55, you had added 0.5 to the delivery price to farmers and ranchers? 

Mr. Merrizy. Yes. 

Mr. McIntire. And you are as of right now operating on a 0.55 
additional discount to your distributors to cover increased costs for 
servicing of this trade? 

Mr. Wickit That is correct. 

Mr. McIntire. And you are, also, charging the farmer another half 
cent to cover the same increased costs or, at least, in the same field 
of increased costs to service this trade? 

Mr. Merriiy. I believe the letter says to cover at least a part of 
it. It does not cover all of the incre cost. 

Mr. McInrirr. Then isn’t there a bit of overlapping there on the 
basis of the cost, the extra cost to service this trade? You have in- 
creased the distributor’s margin to service this trade. You are already 
giving him 0.35 to do this. 

I appreciate that much of this is justified in the competitive scheme 
of things to bring your distributor into a reasonably economical posi- 
tion to service this trade. And you are continuing this margin to the 
distributor. 

And then you are adding half a cent on the price to meet some of 
these same costs. That is about as you see it ? 

Mr. Merri. That is the way I read the letter. 

Mr, McIntire. Am I correct in assuming that with this increase 
it still does not cover the cost of servicing this trade ? 

Mr. Mrrritzi. That is my understanding; yes. 

Mr. Poace (presiding). We still have got 1 cent that we are charg- 
ing the farmer that we are not refunding. And I am hopeful that 
maybe the next session of Congress will refund that tax to the farmer. 

Does that mean that at that time you will probably absorb that 
additional amount, if there is an amount that you say that you still 
have not met ? 

I understood you to tell Mr. McIntire that this raise was not really 
enough. Isthat right ? 

Mr. Mrrritx. I would not venture an answer to that question. I 
would not know what the balance of the economies is that permits us 
to continue to do business, with what differential it soald | be, what 
would permit us to continue to offer this service to the farmer. 

Mr. Poace. I well appreciate your difficulty in attempting to an- 
swer questions that you cannot answer. I can understand that you 
cannot be expected to answer as to the policies of the company. 

It does seem to me rather clear that this thing seems to be going 
so deeply that probably we are going to have to have another meeting. 
We cannot meet in the next few days, I understand, but it seems to 
me that it pretty well shows we will have to have a meeting at which 
the companies send somebody, with no disrespect to anybody who has 
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been here, because I understand your limitations—where the com- 
panies come in to answer unlimited questions, to tell us definitely the 
the answer, to these questions of policy. It seems to me to be perfectly 
clear, first, that there was a strange coincidence in connection with the 
timing of this increase; and, second, that there was not the slightest 
bit of competition involved in it, because it seems perfectly clear from 
the testimony here, although it may not remain true when we talk to 
somebody else, that Mr. Abernethy is so right in pointing out that 
after the Humble Co. raised their prices, if the Gulf, Texas, and the 
Magnolia had wanted to remain competitive, that they had the great- 
est opportunity they ever had in their life to remain competitive. All 
a, to do was to leave things alone and do nothing. 

They would have actually been competitive then and would be get- 
ting much business which had formerly gone to Humble. I suppose 
Humble does half of the business in Texas. 

Mr. Merritt. I do not know the percentage. 

Mr. Poage. It would have, at least, spread a very substantial slice 
of business around that these people might have gotten that they were 
not getting. 

They didn’t want to get it. I think the record is very clear that they 
did not want the business. They wanted the increase and not the 
business. 

When they talk about competition the facts do net indicate that 
anybody was interested in competition, because for the first time in 
vears when they really had an opportunity to compete, when the 
Humble Co. drew out of the picture and said, “We are not going to 
take a loss; if you want to compete, take it,” they didn’t want to com- 
pete. They wanted the increase. They didn’t want competitive prices. 
They didn’t want to get their price below anybody. 

They wanted to be sure they were not below anybody. That has 
convinced me that nobody wanted to compete for this business. 

Mr. Kine. What enterpriser would want a competitive advantage 
at a losing price ¢ 

Mr. Apernetuy. They haven’t represented they lost anything. 

Mr. Poacer. Obviously it could not be a losing price. They estab- 
lished the price. 

Mr. Kine. It could very well have been the losing price on one elass 
of trade, 1 amnot saying that it was, but it could very well have been. 

I would like to ask you a question just for my own information. 

Did I understand you to say that we still have 1 cent Federal tax that 
is not refundable ? 

Mr. Poaer. That is my understanding. 

Mr. Kine. Which one, the last one ? 

Mr. Poacr. The last one we put on. The one we put on for the 
highways. We had a2-cent tax. 

Mr. Kine. I am surprised, because I thought that was withdrawn 
on that, too. 

Mr. Poaer. We had a 2-cent tax which went into the general rev- 
enue. And we repealed that general revenue provision and put it in 
for highway usage. When we put it into the highway fund we pro- 
conde te say that that would be refundable to the extent the gas was 


used for farm purposes. Then we levied a new l-cent tax that went 
into effect on the Ist day of July. 
As I understand it, that is not refundable. 
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Mr. Merrill, you may know more about that than I do. 

Mr. Merrixt. I am not as familiar with it as you are. 

Mr. Poaas. Mr. Triggs, do you know any differently ? 

Mr. Trees. Your understanding is different from mine, sir. The 
reduction was at the 2-cent level, but I am sure that the language of the 
revenue provisions in the new Highway Act do contain provision for 
the 3-cent refund after July 1. 

Mr. Poace. I hope you are right. 

Mr. Triees. I want to check this. 

Mr. Poaae. I hope you are right. 

Mr. Kina. That is the way I understood it. I was surprised at your 
statement for that reason. 

Mr. Poaae. I think it is only 2 cents that is refundable. But be 
that as it may. 

Mr. Jenninos. What is that? 

sen Poace. It was my understanding that only 2 cents was refund- 
able. 

Mr. Jennrnos. I think under the bill it is 3. We had 2 cents and we 
raised it a penny. 

Mr. Poace. We didn’t raise the penny at the same time we repealed 
the old tax? 

Mr. Jenninos. It still stands but we provide for refund on all farm- 
ing gasoline. Regardless of what the tax is you will get the refund. 

r. Poace. I am sure that we can certainly inform ourselves on 
that. That is purely a question of reading the law. I may be wrong 
and others right. 

To go back to what I was saying, it seems to me that it is rather un- 
fair to insist that these gentlemen whose scope of agency is very 
limited should be expected to answer all of the questions, but it does 
seem to me that this committee has not gotten any answers to any of 
the fundamentals involved. 

Mr. Mere. To aid in the inquiries you desire answers on let me 
see if I understand them. 

First, as I understand it, the broad question you want answered is, 
the half cent increase to the farmer, was it put into effect as a result 
of this refund? 

Mr. Poace. Why did you pick the 1st day of June to put this into 
effect. I am not asking you, I understand you will necessarily tell us 
if you cannot answer. But you can get the answer. 

r. Merritt. I think the letter answers that there was no relation 
between the two. 

Mr. Poacr. The letter says there was none. I know that, but with- 
out implying any disrespect to anybody, this committee, I think, has 
the duty to go behind the mere statements that anybody makes as to 
their purpose. : 

I have not heard anybody who said they did anyhing for other than 
a worthy purpose—did you? paler 

Mr. Merry. Under some circumstances, yes, sir. But my point is 
this, are there other inquiries you might suggest, other points you 
might suggest that we can offer factual evidence to you on in this 
connection ? : 

Mr. Poage. I think definitely we want to understand why this price 
kept going up, this cost to the oil companies—why you picked the 1st 
day of June 1956 to lead the pack in taking away the discount that 
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ou had previously given the farmers, and as alleged had given it 
ause the oil companies wanted the farmers’ business. 

That was the reason that had been given for giving this discount in 

the first place. ae the farmer’s business is not wanted so 


much, I understand there is more credit business in Texas than be- 
fore the drought. I can understand why you do not want the farmer’s 
business now although you wanted it 2 or 3 years ago when the price of 
cattle was 30 cents. That ranch business was pretty good. With the 
price at 15, some of that business will not pay out. 

With cotton and wheat and with a pretty good market, pretty good 
crops, it was pretty good business to finance that fellow’s needs for 
tractor gasoline. But when he does not have any crop and no pros- 
pects of a crop, it is not very good business to finance him. 

And Humble was just willing for the Texas Co. to take that business 
or vice versa under present conditions. When conditions get good 
again, I anticipate you will be back in there wanting the business. 

But it seems quite clear that the unfortunate condition of the farmer 
has. weighed heavily upon the judgment of the oil comuanies in decid- 
ing that this business was not worth making any concessions to get. 

e record seems to me to show that you tried to get the other com- 
panies to take it over, but they seemed to say, “Get away from it as fast 
as we can; we don’t want it. We just do not want to sell those farmers, 
so we are going to charge every penny that the Humble Oil Co. 
charges.” 

L again want to make it plain as I have tried to at the beginning that 
I share the blame. You were not notified long in advance. I am not 
offering any criticism of what has been done, but I think we all agreed 
that we should have further hearings on this. 

Wei tieed to have some hearings in which Mr. Baker can tell us. I 
ree he is the only man who will admit he has the answers, or if he 
will designate somebody who will have the answers. We do not want 
to make this any more burdensome to anybody than we have to, but 
somebody should tell us about this. 

I want to know if you intend to raise this again. I want to know if 
that is part of the policy. Ifso, when isthe ax going to fall? Because 
your answer to Mr. McIntire convinces me that everything you sug- 
gested to justify this increase still exists for another raise; does it not? 

Mr. Merrixy. I am glad these inquiries are going into the record. 
I think we will be able better to give you a correct answer by know- 
ing what the inquiry is in advance, rather than have a representative 
here to answer on the spur of the moment. 

Mr. Poacr. Exactly. We do not want to take you by surprise. I 
realize that there on lie some of that element this morning. I want 
to apologize for letting it drift into it. I do not know how we could 
have avoided it. 

Mr. Merrit. Not at all. 

Mr. Poage. It is one of those difficulties. 

Mr. Merrit. That is certainly true. 

Mr. Anerneruy. Mr. Merrill, could you answer this question? I 
am trying to find out something. 

Does your company make any other distinction in delivery prices 
between different types of use? Do you know? 

Mr. Merrua. We will have to obtain that answer for you. I do 
not know. 
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Mr. AnernetHy. Up until now the testimony indicates that among 
these companies and in Texas, and probably elsewhere, that they have 
two prices, one price to the commercial user, one price to the agri- 
cultural user. ina the reason for it is that it just costs them more 
money to distribute agricultural gasoline. 

I do not think any of us have to be experts. We just have to apply 
little simple economics. 

We also know that it costs less money to deliver gasoline to large 
stations than it does to small stations. 

And it costs less money to deliver to large than to small farmers. 
It might cost less money to deliver gasoline to other types of users. 

Can we anticipate that this is a new policy of the oil industry of 
America, that they are now going to sell gasoline at prices as re- 
flected by the cost to particular user? Is that going to be the policy? 

Mr. Merrit. You wanted the question in the record so that we may 
obtain an answer? I certainly am not qualified to answer. 

Mr. Asernetuy. I thought you might know. 

Mr. Merrixu. I do not know. 

Mr. Asernetuy. Is it going to be the policy of your aninere to 
sell gasoline to large consumers at a lower price than to smaller con- 
sumers even though in both instances it. goes to the use of the auto- 
mobile? I would like to know if that is going to be the policy. 

Evidently, that must be the policy that the companies are going to 
invoke, else they would not have made the distinction that has been 
made. 

I do not see how the company can fairly and forthrightly and con- 
scientiously—and I am serious about this—sell gasoline to service 
stations at one price and to farmers at another, and not go further 
with it and sell it at different prices to large stations and small ones 
and to large farmers and small ones. 

If they are going to make a distinction on one, let us make it as to 
all. Do you not think that would be fair ? 

Mr. Merrix. I would rather have the questions, if you please, and 
ae us answer them. I would rather not answer it. e did not 

ish. 

The second broad inquiry, I believe, which you have made is the 
question of whether or not there was any collusion between the various 
producers, various companies in raising this price to the farmers half 
a cent at the same time. 

There again, I refer to the letter which answers that in the negative. 
That there was not, so far as we are concerned. 

Mr. AserNnetHy. You do not know about that? Just a minute. 
You do not know about that? All you can answer to is what is in 
your letter. 

Mr. Merru. That is correct. I have the answer here and I have 
not purported to be the witness. My point is simply this, are there 
any other subsidiary questions to that broad inquiry upon which we 
might attempt to assemble factual information ? 

Mr. Poace. This is no reflection on Mr. Ferguson who is a fine gentle- 
man. I think you will agree that this committee cannot simply sit here 
and say that we will take the word of everybody who makes a stute- 
ment as to his conclusion. 

Obviously, that is Mr. Ferguson’s conclusion. I have no doubt but 
what he is telling the truth, as to his conclusion. We might conclude 
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that his decision was wrong. Possibly there was collusion. I do not 
think anybody here charges it. Certainly it has not been established. 

In fact, it seems to me that the Gulf Oil Co. has come in here and 
given us probably the answer to-it. There is no competition. Rather 
than nobody wants to be competitive. Rather collusion on this basis, 
that nobody wants competition. That they are just willing to follow 
what you do. 

If you raise the price or lower the price, they will follow. And 
they do not want to be competitive with you. I think they have made 
that pretty clear. 

I assume that the Texas Co. and Magnolia Co. will tell us the same 
thing. They do not want this business. That seems to me to be pretty 
clear in the testimony that you do not want it. 

First, you decided to do something about it. As quickly as you 
decided to do something about it, the other companies said, “Lord, pro- 
tect us from it. We dont’ want it. We are not going to take this 
business.” 

I think that is about the size of that situation. 

I would like to have somebody who actually made those decisions 
tell us why they made them and on what basis they made them and 
whether they talked with anybody else. 

I think we find Humble in one category and all of the other com- 
panies in another. You made the decision. They didn’t. 

I think that probably this record should be cleared up about a state- 
ment I repeated which has been handed on to me from Texas about in- 
creasing 1 cent for everybody across the board. This committee does 
not feel that that comes within their jurisdiction at all. 

Apparently, we were in error about that. 

As late as last night, I think, I was advised there had been a 2-cent 
drop in the price of gasoline in Texas last Friday, I am advised this 
morning by representatives of some of the companies that that is not 
true, that there was not any general drop of 2 cents. 

Do you know the facts on that ? 

Mr. Merrit. No, sir; I do not. 

Mr. Poage. I was advised that that drop was actually only in the 
city of Dallas. And I believe the statement was that your company 
dropped the price and that everybody else followed. 

Is that not right, Mr. Pettit? Was it not Humble that dropped the 
price in Dallas? And you followed? 

Mr. Pertrr. No, sir. 

Mr. Poace. You dropped the price? 

Mr. Perrrr. In the city of Dallas, sir, we instituted a reduction of 
0.9 of a cent and later 1 cent. 

Mr. Poace. The Gulf Co. instituted the reduction ¢ 

Mr. Perrrr. Yes, sir. 

Mr. Poace. And now has it grown to 2 cents since then? 

Mr. Perrir. Not to my knowledge. 

Mr. Poace. Then I am wrong about it being 2 cents. It is just 
1 cent. 

Mr. Perrirt. I am only speaking for Gulf now. I do not know. 

Mr. Jennines. 0.9 first and then 1 next. 

Mr. Perrrr. I said 0.9 and later 1. 

Mr. Poser. That is what I thought. 

83390—56——5 
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Mr. Perrrr, It is 1.9 total; not 2. 

Mr. Poace. That is approximately 2 cents. 

Mr. Pertrr. It is not 2 cents. Fractions mean a lot. 

Mr. Poage. That is the same drop. That is what the public was 
talking about. 

Mr, Apernetuy. I would like to ask this question of the gentlemen 
from Houston. You are both from Houston. I mean the first 
witness, Mr. Pettit. 

What major oil company operating in Texas has not put this 
increase into effect ? 

Mr. Perrrr. I do not have any information on all of them. The 
only information—— 

Mr. Asernetuy. Is there anyone else here from Texas that can 
answer that ? 

Mr. Perrit. The 4 that we have in there are the 4 that we know 
about. 

Mr. Anernetuy. That is Gulf, Magnolia, Texas, and Humble? 

Mr. Perrir. Yes, sir. 

Mr. Asersnetuy. Are there any other major oil companies operat- 
ing in the State? 

{r. Perrrr. Shell operates in a limited way. 

Mr. Asernetuy. Do you know whether or not Shell put this into 
effect ? 

Mr. Perrrr. I believe there was a letter read about that. 

Mr. Poage. They do not sell any of this. 

Mr. Anernetuy. They do not sell any? Can you give us the names 
of any other companies ¢ 

Mr. Poacr. Phillips Co. sells a good deal. They are supposed to 
have put the increase into effect late in June. 

Mr. AperneTuy. Do you know whether or not Phillips has put: it 
into effect ? 

Mr. Perrir. No. 

Mr. Asernetuy. Have you heard anything about it? 

Mr. Perrir. No; I have not. 

Mr. AnernetHy. You have not heard any discussion / 

Mr. Pertrr, No, sir. 

Mr. Asernetuy. What other companies operate pomelly out there? 

Mr. Perrir. Sinclair operates generally over the State. 

Mr. AnernetHy. Have they put it into effect? 

Mr. Pertit. It is my understanding that they have made some ad- 
justment. Exactly what, I do not know. 

Mr. Asernetuy. Up or down—what understanding did you have? 

Mr. Perrir. It is my understanding that they have made a down- 
ward adjustment. 

Mr. Asernetuy. They are selling it cheaper now to agriculture, is 
that what you mean ? 

Mr. Perrrr. Beg your pardon. I said downward adjustment. I 
mean an upward adjustment to the farm and ranch consumers. What 
it was, I do not know. 

Mr. AsernetHy. You do not have any idea? 

Mr. Perrrr. No,sir. I might explain, if I may. I have been out of 
town a great deal. That isthe reason why I have not been able to keep 
track of all of that. 3 
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Mr. Anerneruy. I guess it would not be appropriate for us to ex- 
pect you gentlemen to make that inquiry but I think it would be ap- 
propriate, Mr. Chairman, to determine what other companies have 
or have not put this into effect and when, because it is rather coinci- 
dental that these companies, all major large companies, all about the 
same time, all made the same identical increase for the identical pur- 
pose. It is very coincidental. 

I am not going to say there is any collusion. Idonotknew. But I 
will say that it certainly looks rather suspicious with all of these things 
having happened concurrently. That is all. 

Mr. Jennines. Do you have any difficulty or do you know whether 
you have any difficulty in getting merchants to take on this distribu- 
tion to farm accounts ¢ 

Mr. Merrit. I have had no experience in that connection. I will 
be glad to try to get an answer for the question in the record. 

r. JENNINGS. As I understand it, you do have different merchants 
handling the different accounts. You have one merchant that handles 
the farm account and a different merchant that handles the service 
stations, and, perhaps, a different one that handles the industrial ac- 
counts; is that correct ? 

Mr. Merritx. I am not sure enough to give you an answer on that. 

Mr. Jenninos. I would like to have that information. And would 
also like to know whether you are having any difficulty in finding 
personnel to distribute your product to the farmer. 

Mr. Merriti. I will try to obtain that. 

Mr. Jenninos. And, also, how it is handled, whether it is handled 
separately or whether they are handled together. 

Mr. Merritt. We will do our best to obtain that. 

Before I leave, I may have left an erroneous impression or you 
may have gotten one from Mr. Ferguson’s letter that I am sure we 
do not desire to leave. 

You say that it appears obvious to you that we do not want the 
farmer’s business. I hope that I have not given that impression. I 
am sure Mr. Ferguson did not intend to do so. 

Mr. Poace. I meant by that—and I think it is quite clear—that 
you had raised this price half a cent above all of your competitors. It 
seems to me right clear that if you are going to raise your price half a 
cent above all of your competitors, you either were in collusion with 
the competitors and knew chine were going to raise theirs or you didn’t 
want sig farmer’s business. One of those two, it seems to me, you have 
to take. 

Mr. Merriwy. I would rely on Mr. Ferguson’s answer there, or 
rather I would give you Mr. Ferguson’s answer, that is, the force of 
economic circumstances which he outlines generally has caused that. 

Mr. Poace. We will be glad to go into it a little further. 

I have just received a letter from the Magnolia Petroleum Co., 
signed by Mr. Lattimer, president : 


Dear Sir: This will acknowledge your letter of July 11, 1956, extending an 
invitation to have a representative appear before the Agriculture Committee at 
10 a. m., July 18, relative to gasoline price increase in Texas to the farm trade. 

Unfortunately the letter was not received until Monday, July 16, and due to 
this short notice we regret indeed that we do not have a representative available 
to appear before your committee tomorrow morning. 

Very truly yours, 
J. L. LATTIMER. 
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I think it all boils down to the fact that we will have to have fur- 
ther hearings. We are going to have to go into this matter further. 
I do not want to be in the position of criticizing or condemning any- 
body or passing judgment on anything. We had merely ho that 
we might be able to get a little clearer eneenae of this thing. 

This morning these gentlemen have been as helpful as they could 
be under the circumstances. It is regrettable that we will have to 
follow this up. 

I think for this morning we want to thank Mr. Triggs and the 
representatives of the oil companies, all who have helped us to go 


into this matter. And we will at a future date after some matters on 
the present calendar are disposed of, attempt to find a suitable date 
to clear this matter up a little further. 

Is there anything further to come before the committee? 

If not, the committee stands adjourned. - 

(Whereupon, at 12 noon, the committee adjourned. ) 








PRICE OF GASOLINE TO FARMERS 


TUESDAY, SEPTEMBER 19, 1956 


House or REPRESENTATIVES, 
ComMITree ON AGRICULTURE, 
Waco, Tex. 

Attending: Congressman W. R. (Bob) Poage, Texas (chairman) : 
Congressman Carl Albert, Oklahoma; Congressman E. C. Gathings, 
Arkansas; Congressman Ross Bass, Tennessee; Congressman Clark 
Thompson, Texas. 

Chairman Poager. The meeting will please come to order. This is 
a meeting of the Agriculture Committee of the House of Representa- 
tives. Of course, oo is not a large number of its members present. 
We hope it is not necessary for a large number of the members to be 
here, although we would have been happy to have had more of the 
members come to central Texas. I am eats glad to have members 
of the Agriculture Committee come to this part of the State or to 
any part of the State of Texas. 

e are meeting here this morning for the purpose of considering 
the recent increase in the price of gasoline to farmers. This com- 
mittee recognizes that the price of products on the market is a private 
concern, but we also recognize that where commodities are controlled 
as completely as gasoline is, where there is as tight a control, and 
where there are as few producers and sellers as there is in the field of 
gasoline, that there is a public interest involved and that it is a matter 
of interest to this committee when any factor injects itself into the 
balance of agricultural economies so as to increase the burden of an 
already overburdened agricultural population. 

We do not sit as any kind of a trial court or any kind of a grand 
jury or any kind of a punitive organization. We are not here charg- 
ing anybody with any kind of wrong doing but we have felt that we 
are rather familiar with some of the burdens that our farmers are 
faced with in these days and to the members of this committee it 
seems that the farmer could not very well stand any further burdens 
and continue to operate. Particularly is that true in Texas, as the 
other members of this committee have probably seen since they have 
been here and have failed to observe these flowing streams and the 

reen pastures and the verdant fields that we would like to have, and 
don't have. So this summer has been an especially inopportune time 
for farmers to assume greater burdens. 

We also felt that the Federal Government was at least involved in 
this matter either potentially or by coincidence, and we are willing to 
agree that it is one of those coincidences, but the Federal Government 
reduced the tax on farmer’s gasoline, or at least provided that a 
refund might be had on that portion of the gasoline that was used 
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for nonhighway purposes on the farm. Then it was only a day or two 
after the Federal Government put that into effect when the farmer 
was notified that although the Federal Government is going to refund 
you some tax, the oil companies are going to charge you more. The 
effect of it being, whether foreseen or not, to have the oil companies 
grab and put in their pockets at least a substantial portion of the 
refund that the Federal Government had given to the farmers. Now, 
the Congress did not intend to enrich the oil companies when they 
provided for that refund of taxes on farmer’s gasoline. It was 
simply trying to do what a majority of the Members of Congress felt 
was simple justice so that the farmers would not be required to pay 
a greater share of the expense of our new highway systems. We were 
attempting to say that the use of the highways somewhat measured 
the benefits that an individual would receive under the new highway 
system. So we said that there was not any justification in continuing 
the tax on farm gasoline to be paid for building the new highways 
when it would not measure a man’s use of the highways. 

I mention these coincidences, these facts, this history, simply so that 
all of us may understand why a committee of Congress is interesting it- 
self with a problem that we recognize is a business problem. We 
recognize that the buyer and seller ordinarily has a right to work out 
between themselves. Now, we don’t think that quite the same situa- 
tion exists in this case as if you were to go down on the street here 
and try to find someone who would sell you a radio. There are all 
sorts of prices on radios right here in Waco and everywhere else. 
There are a lot of people offering them for sale. It is not quite the 
same thing as if we were going down to buy a bill of groceries because 
there is a lot of competition there. 


The committee felt that the people who were paying the increase had 
a right to know something about why they were paying it and that the 


people who had imposed the increase had a right to tell those people 
their story as to why they felt that they should get more from the 
farmer. It is for that reason that the committee is here in Waco today. 
We had some hearings on this subject shortly after the increase in 
Washington but we very properly felt that it was impossible for us to 
have all of the people there that we would have liked to have. We 
could not have done that without the imposition of a considerable 
amount of expense and transportation. We announced then that we 
would come back to Texas and go into this matter later and that is why 
we are here. Now, that is exactly what we are going to do this 
morning. 

Now, before we go into the hearing I want to introduce my col- 
leagues, On my right is Congressman Carl Albert from Oklahoma. 
| Applause.]| On my left is Congressman E. C. Gathings from West 
Memphis, Ark, [Applause.] Mr. Gathings is chairman of the Cotton 
Subcommittee of the House. I believe Mr. Albert is chairman of the 
Wheat Subcommittee. Now, if there are any of you that are having 
trouble with your allotments [laughter] with either your cotton or 
your wheat crop, then you have the men here that you can see about 
it and you can talk to them about that matter. On my extreme left 
here is Congressman Ross Bass, of Pulaski, Tenn. [Applause.] Con- 
gressman Clark Thompson of Texas is on his way here and I presume 
will arrive in a few minutes, but we will proceed without waiting for 
him. 
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I presume that we should ask Mr. Walter Hammond, as president 
of the Texas Farm Bureau, to take over and to make a statement as 
to the conditions that are facing the farmers, and to call anyone that 
he has in mind. Walter, we will be glad to hear from you. 


STATEMENT OF WALTER HAMMOND, PRESIDENT, TEXAS FARM 
BUREAU 


Mr. Hammonp. Thank you, Bob, and the members of the committee. 
First of all, I think I can speak for all of the farmers in Texas when 
I say that we sincerely appreciate what you folks have done for the 
farmers in Congress, what you are doing, and what you are going to 
do, and also for some of the good things that you did not get done 
because of the opposition. 

We sincerely more especially appreciate you taking a portion of 
your vacation time to come down here, a portion of your well-earned 
vacation, to come down here and get some firsthand information with 
reference to what is happening to the farmers. 

Now, as you know, farmers’ incomé is down about 30 percent, and 
the things that a farmer buys continues to soar. Labor is going up 
all the time, and the profits of industry continue to soar, which is 
putting the farmers into a price-squeeze situation, which I think 
finally, unless there is a halt to the present trend, that it will bring 
about difficulties to other industries within the country, and maybe 
bring about a depression if it continues long enough. 

Now, the farmers, it seems to the farmers, and they have a feeling 
that everybody takes advantage of them. Maybe everybody does not, 
but there are enough of folks who take advantage of farmers so that 
they feel as if everybody does. 

Now, to give you an illustration, several years ago, along in the 
early thirties, in our first farm program that we had, farmers were 
paid for destroying their crops. After destroying their crops the 
Government would give them a eheck. There was a list of checks. 
I don’t know how those folks got ahold of it, but a fellow came out to 
my farm and wanted to sell me a new automobile. I told him that I 
would like to buy his automobile but that I did not have any money. 
That was in the early thirties, and he pulled a little book out of his 
pocket, and he thumbed it over there, and then he said, “Yes, here it 
is, you are going to get so many dollars for your plow-up.” Well, 
there he was after the farmers, and he did that to everybody and he 
was trying to get the money that the farmers were going to get from 
the Government in on his own deal. Now, I will just go ahead and 
give several illustrations. You know, the Congress graciously fixed 
up a drought-relief program for the farmers, especially in this State, 
and in Oklahoma and in some of the other States. Now, the farmers 
tell me, and they are the feeders who feed this feed, they tell me that 
in many instances when the Government provides a dollar a hundred 
subsidy to the feeders that the price of feed continues te go up until 
somebody else gets the money rather than the folks that Congress 
intended to get his money. 

Now, this drought has got the farmers in this State in a pretty 
straitened condition and then here comes along, and you know that 
the farmers sincerely appreciate what you did when you exempted 
the farmers on the nonhighway use of gasoline. We did not ask for 
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an exemption on that, first of all, because you passed that along with 
a lot of other tax laws, as an emergency measure, and we did not say 
anything about a refund because we thought that the purpose of the 
emergency tax on gasoline was for the purpose of furthering the war 
effort, and therefore we did not ask for an exemption on it. Now, 
when you passed the better roads bill, that first one was 2 cents, and 
you remember when they added the 1 cent to it, you remember that, 
and that made it virtually a road-users tax. So we thought in the 
Farm Bureau that since it is a road-users tax that there was no justi- 
fication for farmers to pay tax on gasoline that he was burning in his 
tractor in going up and down the rows on his farm. So we asked 
Congress to give us an exemption on this gasoline tax, and you did, 
and the farmers sincerely appreciate it. We already had an exemp- 
tion on the Texas tax, the State tax. 

Now, that act of Congress became effective on January 1 of this year 
and farmers were eligible to make application for a refund of the 
3 cents a gallon tax on gasoline. Then about June 1 the oil com- 
panies went up a half cent a gallon on gasoline delivered from tank 
wagons to the farmers. It had been the practice of the oil companies 
to sell gasoline to farmers at the same rate that was charged to other 
bulk dealers, but in this instance the farmers were singled out, the 
farmers and the ranchmen were singled out to pay this half a cent 
extra on gasoline. 

I talked to a lot of oil companies about it and I tried to get them 
to rescind the act. They told me that it cost them a half cent more 
to deliver gasoline to the farmers because he did not buy as much as 
filling stations and other bulk users. Well, I said to the companies, 
that it looked kinda funny to me that it took you 40 years and an act 
of Congress to discover that you were losing money on the farmers, 
and that nobody had thought about raising—or at least they had not 
said anything about it, about raising the price of gasoline to farmers. 

So the farmers have a feeling that the oil companies saw that the 
farmers were getting something, not only the oil companies but every- 
body else, saw that, and they wanted to get in on any gift that they 
thought the farmers were going to get. Now, that is the feeling of 
the farmers, that since this refund became effective on the ist of 
January, and before any farmers got a check for their refund, that 
the oil companies raised the price a half cent to the farmers. 

Now, I don’t think that the oil companies gain a whole lot by it 
because we have farmers who buy as much gasoline as a filling station, 
they buy a tank load of gasoline at a time. Then of course, sometimes 
people make exaggerated statements to prove facts. Perhaps they 
are facts all right but they use the most widespread instances. They 
had a fellow who was 40 miles from one company, so a representative 
told me, they had a farmer who lived 40 miles from town and he would 
order 50 gallons of gasoline, and they would lose money on the delivery 
of it. Then after a little further discussion they admitted that it was 
very seldom that they ever made such a trip as that. I pressed them 
further and he said that usually when these tanks go out they deliver 
gasoline to several people, the driver would deliver 50 gallons here 
and 200 gallons here, and on that 40-mile trip he would deliver a tank 
full of gasoline. 

Now, the farmers think that the oil companies increased the price 
of gasoline to farmers without thinking of all of the dealings 
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that they must have with farmers. First of all, in order to have any 
gasoline to sell, they must go out to some farmer’s or ranchman’s out- 
fit and negotiate with him for a lease to drill on his farm, to drill an 
oil well on his land. Then another thing, I expect the oil companies 
benefit as much or more than any other outfit on the roads that we build 
from the tax on this gasoline. I also expect that they break up about 
as many roads, especially the farm-to-market roads, in hauling this 
heavy machinery out to the location of the future oil wells. 

Now, that is just the gist of the thoughts that the farmers have with 
reference to this increase in the price of gasoline to farmers. Now, all 
of the oil companies have not Ceaael their prices to the farmers. 
One company has rescinded their act as of the 15th of this month. 

Now, Bob, I believe this is about all I will say. There are some folks 
here who do have something else tosay. Al, where is your list? We 
would like to have these people say what they have tosay. Of course, 
we would also like to hear any others that you would like to call, 

Chairman Poags. Walter, I think that Mr. Bass wants to ask you 
a question. 

. Hammonp. All right, sir. 

Congressman Bass. Mr. Hammond, first of all, this half-cent in- 
crease Only went to farm users ? 

Mr. Hammonp. That is right. 

Co an Bass. That did not include the general gas industry ? 

Mr, Hammonp. No, sir. 

Congressman Bass. Now, the half-cent increase, did it go to the 
parent gasoline companies or was it an increase in the commission paid 
to the distributors ? 

Mr. Hammonp. I tried to get that information but I did not get a 
satisfactory answer to it. Some of the oil companies it seems have dis- 
tributing agencies and the managers of these distributing agencies are 
employees of the company and of course in that case it would go to 
the company. 

Con man Bass. A great many of them are private distributors 
thaneslinn, are they not ? 

Mr. Hammonp. Yes, sir. 

Con, an Bass. And they are just agents of the company ? 

Mr. Hammonp. Yes, sir. 

Con an Bass. Commission agents for the company ? 

Mr. onD. Yes, sir. 

Congressman Bass. And you do not know now whether the parent 
companies received the half-cent increase or whether it went to the 
commission agents or to the distributing agencies? 

Mr. Hammonp. One company explained to me that it was divided. 

Chairman Poage, Rather than take testimony here, which we may 
have to do at some stage of this proceeding, we do have the representa- 
tives of the different oil companies here present. They will be avail- 
able to make their own statements as to exactly what they are doing. 
And they will know and Mr. Hammond can only testify as to what he 
has been told, and I think it might be better to wait for them. 

Congressman Bass. All right, I will wait until one of them makes 
his statement and then ask him what his company does. 

Chairman Poage. Their representatives are here and they will 
testify and I am sure you can find out from them. 

Mr. Hammonp. Is there anything else, Bob ? 
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Congressman Ansert. May I ask a question, please ? 

Chairman Posse. Certainly. 

Congressman Atperr. How many companies ate furnishing this 
gasoline in Texas? 

Mr. Hammond. How many what? 

Congressman Apert. How thany companies are involved in Texas? 

Mr. HamMonp. I don’t know. Al, how many did we have? We 
were not able to get a list of all of them, but we did get a list of some. 
How many do we have on that list? I believe we have four major 
companies operating in Texas on this list. 

Congressman Atpert. Well, the point I am trying to make, and that 
is not so important, is that if some of these companies are selling gaso- 
line without this increase, why can’t the competitive end of it take care 
of that? Why doesn’t the farmer buy it from the fellow who has not 
mereased his price ? 

Mr. HAmMonp. Well, I am hoping that these other companies will 
see the light and will take it off too. One of the companies told me the 
reason why, I talked to one of the company distributors, and he said 
that he thought, he saw that I was a little concerhed about it, and he 
said, look, I don’t have anything to do with setting the price. He said 
that he was just given orders to meet the competition. Now, weare 
in hopes, here is one company that raised the price and all the rest of 
them have to raise it to meet the competition. Now, one of them has 
dropped the price and we are hoping that the rest of them will use the 
same philosophy in this instance that they did in the first instatice. 
Now, somebody has dropped a half cent off, and so they have got to 
meet the competition. That is what we are hoping about it. 

Congressman Aserr. It would seem that we would have a much 
stronger reason of complaint if there Was an agreement, even tacit, 
on the part of the companies that they would all raise it at one time and 
therefore that would leave the farmer without any competitive market. 
However, that does not seem to be the case here. 

Mr. Hammonp. NO; it is not. 

Chairman Poage. Now, may I state this, the testimony in Washing- 
ton was that the Humble, the Texas Co., the Gulf, and the Magnolia 
Co. raised their prices. That is a8 I understand the testimony that 
we have heretofore had, and that testimony was to the effect that they 
put across the board a straight one-half cent a gallon increase. Now, 
the Sinclair Co., and there again I am talking somewhat about hearsay 
testimony, although it has been testified to, adopted a somewhat com- 
plicated formula which provided that they would increase the cost 
to the farmers one-half cent a gallon unless he bought as much as 150 
gallons at one delivery or unless he accepted delivery at the convenience 
of the driver. I am informed that they will have a representative 
here. Isthere anyone here representing Sinclair this morning ? 

Mr. W.L. Roerrs. Yes, sir, we are here. 

Chairman Poaer. All right, I thought you were here and I will 
let you speak for yourselves. I understand that this policy has re- 
sulted in a situation where no one has found it inconvenient to accept 
deliveries. It is my understanding that delivery has customarily been 
made at the convenience of the driver and that the result has been 
from that standpoint that they have practically maintained the old 
prices, although the public did not know it perhaps. They probably 
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did not pet the competitive advantage that they would have gotten if 
they had not made a shift in their prices. 

Now, I think this is a good time to put it in the record the fact that I 
have a letter from the Gulf Oil Corp. I would like to state for the 
record that I do have a letter dated September 13, 1956, from the Gulf 
Oil Co., at Houston, Tex., addressed to me as vice chairman of the 
Committee on Agriculture, and it reads as follows: 

Dear Sir: This is with reference to your letter of September 10, 1956, to Mr. 
J. H. Russell, care of Gulf Oil Corp., Houston, Tex. As explained in our letter 
of July 17, 1956, we think Gulf was fully justified in increasing its prices from 
the standpoint of economics. We, accordingly, raised our prices after some 
of our competitors inaugurated the increase. Subsequent to such time the 
drought condition in Texas has continued to the point where it represents a 
serious situation, insofar as the farmers and ranchers of Texas are concerned, 
and for this reason we are withdrawing our increase to the farmers and ranchers 
effective September 15, 1956. We believe this action on our part will be a 


satisfactory answer to your letter of September 10, 1956, to Mr. Russell. 
Yours very truly, 


M. FARNSWORTH, 
Diwision General Manager. 

Of course, I advised Mr. Farnsworth that it was a very satisfactory 
answer and that it was, in fact, the most satisfactory answer that 
he could give me. 

Now, [ think in fairness that it should be said, or rather that we 
should clear up the matter here, because we have nothing in the record 
to show or to indicate what position the Phillips Petroleum Co. has 
taken in the matter. I wrote Phillips a letter and I am wondering if 
there is any representative here. Is there a representative of the 
Phillips Petroleum Co. here ? 

No answer. ) 

‘hairman Poaer. We hope that they will come in here. However, 
it has been my understanding that Phillips did not join in the price 
increase. 

Mr. Hammonp. That is my understanding also. 

Chairman Poace. However, Phillips does not do any jobbing busi- 
ness in this part of the country and consequently I am not personally 
aware of it. Now, I think that gives us the information and the 
situation as to the action taken by the various companies. 

Mr. Hammonp. My impression from the inofrmation that I have 
is that Phillips did go up. 

Chairman Poage. They did? 

Mr. Hammonp. Yes; I have a letter here about it. 

Chairman Poace. That may be the reason that they do not have. x 
representative here this morning. [Laughter.] I had been under 
the impression that they had not gone up. I know that Sinclair did 
not make an outright increase. Now, I think it may be well that we 
should hear from one of the other representatives. I do not know 
if it makes any difference in what particular order that we take them. 
I see Mr. Bennett over here and I think probably he may be trying to 
get back to Dallas. It may be that he would like to express the position 
of the Magnolia on this matter; is that right, Mr. Bennett? 

Mr. Bennett. Yes; if it is convenient with you gentlemen I would 
like to do that. 

Chairman Poage. All right, we would like to have you. This is 
Mr. Bennett, of the Magnolia Petroleum Co. 
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STATEMENT OF D. C. BENNETT, REPRESENTING MAGNOLIA 
PETROLEUM CO., DALLAS, TEX. 


Mr. Bennerr. Gentlemen, and Mr. Hammond here, and perhaps I 
should preface my remarks by telling you that I am D. C. Bennett, 
manager of marketing for the Magnolia Petroleum Co., of Dallas, Tex. 

Now, as a preface, Mr. Hammond made the remark that he hoped 
that the recent competitive developments might change this situation. 
I would like to advise that our company has made a decision in view 
of the light of competitive developments, to reduce our price back 
to the level that they were prior to the recent announcement. 

Chairman Poace. We are delighted to hear that. [Applause.] 

Mr. Bennett. Now, would you gentlemen like to ask anything? 

Chairman Poacr. I am through with the witness. [Laughter.] 
Now, the witness might like to explain some facts about the situation, 
and if you would like to do that then we would be glad to hear you. 
However, we do not want to impose on you. 

Mr. Bennerr. I would like to bring out that it does “p rear that 
our company in instituting that price increase was possibly taking 
advantage of the tax-refund situation. I want to assure you gentle- 
men that it was purely and absolutely a coincidence, because cost 
studies that we have undertaken in the past have indicated that our 
sales cost to farmers on the farm is greater than to commercial and 
to industrial users. Of course, in the face of the competition in the 
industry you cannot always have price increases when you want to 
and you cannot reduce prices at other times when you desire to do 
so. go from that standpoint we felt that a competitive situation had 
developed where we could recover those increased costs. Again it 
is probably regrettable that the situation developed when it did, but 
aun I can honestly say that it was purely and absolutely a coinci- 
dence. 

Chairman Poacr. We certainly appreciate that statement. Of 
course, we prefer to accept the fact that it was a coincidence and we 
certainly make no other contention at all. We are glad to have that 
explanation. If there are any questions, go ahead, and if there are 
not, then we deeply appreciate your coming down here. 

Congressman Bass. Maybe this gentleman can answer the ques- 
tion that I asked a moment ago. Did the half-cent increase go to the 
parent company or to the distributor ¢ 

Mr. Bennett. It went, half of the increase on gasoline, a quarter 
of a cent, went to our commission agents. That is in the case of gaso- 
line. In the case of diesel fuel, which is a smaller volume commodity 
that they have to handle, the entire half cent went to the commission 
agent. That isin our particular case, of course. 

Chairman Poage. If there are no further question then we do ap- 
preciate you coming here. 

Mr. Bennett. I am very glad to be here and to appear before this 
committee and to cooperate in any way that we can. 

Chairman Poacre. Thank you very much. Now, I take it that it 
might be more or less in so at to alternate this procedure. I think 
that it might be well to now call on Mr. C. B. Ray. Mr. Ray is man- 
ager of the Rio Grande Valley Farm Bureau and he is from Mercedes, 
Tex. Mr. Ray. 
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STATEMENT OF C. B. RAY, REPRESENTING RIO GRANDE VALLEY 
FARM BUREAU, MERCEDES, TEX. 


Mr. Ray. As manager of the Rio Grande Valley Farm Bureau, Mr. 
Chairman and gentlemen of the committee, we are deeply grateful 
that the committee has seen fit to look into this problem in which we 
are so vitally concerned. I might add that we, too, are very grateful 
for the action which has been taken by these 2 companies in the last 
few days and possibly in the last 3 days. There is very little that I 
have to say. I believe that most of my information has already been 
passed on to the committee, Mr. Poage, through our own Congressman. 

Chairman Poagr. Mr. Kilgore has been very diligent in talking 
to the members of this committee about what he conceived to be the 
hardships of his people. 

Mr. Ray. As you know, we are very proud to have representation 
like that and we think that Mr. Kilgore is very sincere in his efforts, 
as you well know. 

Chairman Poaer. The Agriculture Committee, I am sure, is happy 
that your area has sent to Congress a man who has worked with the 
Agriculture Committee as well as Mr. Kilgore has. 

Mr. Ray. I hope that we can always feel that way, that at least the 
majority of us can always feel that way, because he has certainly earned 
a good place there. I would like to state for the record that on or 
about June 10 of this year it was reported to us by a user that the 
Texas Co. had communicated to their bulk dealers to raise the tank- 
wagon price by a half cent to farm and ranch users only. That was 
to be effective June 11 on all grades of gasoline, kerosene, and diesel 
tractor fuel. On June 11 it was reported to us by another user that 
Magnolia had taken the same action, but to be effective on June 5. 
Now, later this man said, this was the same person, said that on June 
14 the Magnolia tank-wagon prices were 15.8, that is without the tax, 
15.8 to farmers and 15.3 to service stations. Now, this is hearsay also 
and I do not have the evidence, but he also said that it was 14.3 to road 
contractors. Now, those prices do not include taxes. ' 

Now, I personally saw various invoices indicating that the Texas 
Co. delivered gasoline to farmers as follows: On June 1, 1956, at 15.3 
cents; on June 18, 1956, at 15.8 cents, which, of course, indicates a 
half-cent raise there during the interim. 

Now, we have unconfirmed reports, that is, I have an unconfirmed 
report, if you will aceept it on that. basis, that Phillips on June 25 
went up a half cent to the farm and ranch trade only, and that Phillips 
and Humble have been delivering gasoline to certain large customers, 
that is large corporation-type firms, truck express companies, and fleet 
operators from as much as 214 to 3 cents under the farm and ranch 
price. Now, that, too, is an unconfirmed report that I am passing on 
to the committee. 

I have invoices here to indicate that there was a price raise between 
January 12 and February 15 by the same companies, and presumably 
the same distributor, of a half cent a gallon. 

Chairman Poager. Did that price raise apply to the industry gener- 
ally, to the other classes of beetle as well as to farmers and ranchmen ? 

fr. Ray. I am unable to confirm whether that applied to everybody 
or to farmers only. I am simply able to confirm that the price did go 
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up by a half cent between January 12 of this year and February 15 
of this year. Then later between June 13 it went from 22.3 cents to 
23.8, that is between June 13 and July 6. In other words, there is a 
cent and a half. Now 1 cent, as I recall it, was the Federal tax increase, 
but the price went up a cent and a half between June 13 and July 6 
of this year. 

Mr. Chairman, that is all I have to report at this time. I hope I 
have made it clear that some of these I know of my own knowledge 
and that others are simply unconfirmed reports. 

Chairman Poace. Thank you, Mr. Ray. Are there ne questions 
to Mr. Ray? We appreciate you coming up here very much. Now, I 
wonder if it would not be in order to ask the Sinclair representatives to 
appear here. They came here from Fort Worth. I want to say in 
fairness to Sinclair that as I see it they are the one major company that 
did not participate in this 14-cent increase in price that was made 
in June. Now, I don’t believe that I was able to meet you before the 
meeting and therefore I cannot introduce you. 

Mr. Rogers. I am W. L. Rogers, of the Sinclair Co. from Fort 
Worth. 

Chairman Poage. This is Mr. W. L. Rogers, from Fort Worth, and 
he will tell us about the Sinclair Co.’s position. 


STATEMENT OF W. L. ROGERS, REPRESENTING SINCLAIR OIL C0O., 
FORT WORTH, TEX. 


Mr. Rogers. I have here some forms, and if you care to see them, 
they will show you just exactly what our relation was to the price 
increase. 

Chairman Poace. Yes; we would like to have it and we will insert 
it into the record at this time. 


TANK-WaGon Price ScHEDULE—SINCLAIR REFINING Co. 


Area: North-central Texas—For single tank-wagon deliveries of gasoline, 
kerosene, and diesel fuel listed on this schedule (singly or in combination) to con- 
sumers, our price per gallon shall be that which is indicated above plus the amount 
specified below : 


Minimum quantities (gallons) : Amount per 
(a) From— gallon (cents) 
Oa 26, OR elk hiss nahn abn hte pened oace puna 2.0 
SS D6. FB) RB ie a EY 5 
DED A TN8 TIDE: DUB aittitd ith —3 sg Ot 4 bi dn diets 0 
(0) For deliveries of gasoline in full returnable drums add 6 cents per 
gallon to the tank-wagon price. 


Mr. Rogers. As you will note there, there is a minimum number of 
gallons of gasoline that will be delivered in this area without an addi- 
tional charge, and the normal tank-wagon price would apply. Now, 
I believe that just about covers it. That includes gasoline, Ctoeree, 
and diesel fuel of all kinds. 

Chairman Poage. Do we understand, Mr. Rogers, that this schedule 
of delivery prices which is overprinted on this schedule were made 
to apply on June 1 of this year? 

Mr. Rogers. It was on June 16; yes, sir. 
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Chairman Poaasz. And was I correct in my statement awhile ago 
that where the delivery was made at the convenience of the driver that 
you would not Hapose the extra charge at all ? 

Mr. Rocrrs. Yes. That was intended for the purpose of where a 
driver has a recognized route—and they do usually when they are de- 
livering to the farm trade—and suppose at about the end of his run he 
had 90 or 100 gallons on hand, and there was another customer just a 
few yards distance, and the driver would deliver that 90 or 100 gallons 
to him rather than to make another trip back to the plant and fill up 
so that he could give him his full order at one time. 

Chairman Poace. Does your driver get the price increase ? 

Mr. Rogers. He does; yes, sir. 

Congressman Bass. The parent company receives nothing out of 
that price increase ? 

Mr. Rocers. Nothing at all. 

Chairman Poses. And in that respect at least your arrangement was 
unlike the arrangement of Magnolia? 

Mr. Rocers. Yes, sir. Also, this price increase and this arrange- 
ment was to all consumers and not just to farmers alone. 

Chairman Poaae. It was a price arrangement to all consumers? 

Mr. Rogers. ‘Yes, sir; it was to all customers who use our product. 

Seer Bass. But it was not to filling stations, was it? 

ogers. No, sir; because they are not consumers. They are re- 
sellers of the line. 

Chairman Poace. But that would be to road contractors or to in- 
dustrial plants ; is that right ? 

Mr. Rogers. That’s right ; yes, sir. 


Chairman Poace. Are there any further questions? 
la q 


an Gatutnes. I would like to ask the gentleman just how 
the convenience of the driver has been working out. Suppose we take 
the case of delivery to farmers and ranchers and also the case of de- 
liveries to filling stations, Just how would that work? 

Mr. Rocers. As I mentioned a few moments ago, on a farm road 
the marketer or the commission person starts out usually with a full 
load of gasoline and he makes deliveries to several farmers along that 
farm road. Then as he winds up toward the end of his route, the 
customer there might have wanted or may have ordered a tank full 
of gasoline, but the driver did not have enough on his truck to deliver 
him a tank full of gasoline and all that he could deliver would be, 
say, 150 gallons. Then at his convenience he could deliver the addi- 
tional amount, because all of the additional commission went to him 
anyway, and he would deliver that amount rather than go back to the 
plant and get enough to fill the farmer’s tank completely, and thus he 
would save making an extra trip for him, which would incur an in- 
creased price to the marketer or to the commission person. 

Chairman Poage. If there are no further questions, we are very 
much obliged to you, Mr. Rogers. Thank you for coming. Now, I 
would like to go off of the record, if I may. 

Off-record explanation as to time of the meeting.) 
airman Podge. I think, perhaps, we should better have another 
representative of the farmers at this time. I will call upon Mr. R. A. 
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Gorham, of McLennan County. Bob, did you have anything that you 
would like to say to us? 


STATEMENT OF R. A. GORHAM, McLENNAN COUNTY, TEX. 


Mr. Gornam. Thank you, Mr. Chairman and members of the com- 
mittee; and first I want to express my appreciation, and also the appre- 
ciation of all of us farmers, for what Congress has done in the way of 
giving us some relief on the 2-cent additional gasoline tax. 

Back in June when this increase in the price of gasoline came to 
me, I never suspected that maybe it was coming along at the time 
when we were getting this relief on the tax. The driver of the truck 
just said, “Gasoline is going up half a cent a gallon tomorrow, you 
had better let me fill you up.” Of course, I let him fill my tank up. 
I did not question it much until the word began to get around that the 
increase was coming only to the farm trade. 

I am a member of a large group of farmers who love the farm and 
we do not like for conditions to come up that might intimate that prob- 
ably we are being penalized for something that we did not think we 
were entitled to Te penalized for. We are not asking for anything 
that is not ours. We just want fair play with industry. . 

Mr. Albert, I believe, mentioned that probably it could have been 
corrected somewhat in a competitive way. You take on my farm, and 
I am sure it is true in most cases, we have underground tanks and 
pumps that belong to the company. Now, it would be an unpleasant 
thing to tell the company to either come down in your price or pull 
your pumps because if they pulled their pumps it would make, an 
unsightly place en my farm. We just don’t like for those things to 
happen. It just so happens that I have been with 1 company for 38 
years. It is a major company and our relations have been very 
pleasant, quite cordial. When these things come up because of past. 
relations with this company, if does not come inte my mind that they 
are probably trying to get to me and that they are probably doing 
something that is not quite fair. We don’t feel too good about that. 
Now, for one of these companies to admit in a way that probably they 
made a mistake and that they are willing to correct the situation there, 
I think that will be welcome news to farmers and ranchmen because 
certainly we are not in a position to shoulder any more burdens than 
are being put on us in addition to the drought that we have been 
going through for several years. I hope the companies that. have 
not rescinded their-action will do so and keep the farmers in a better 
mental state as well as in a somewhat better financial state. Thank 
you. 

Chairman Poage. Thank you, Mr. Gorham. Are there any ques- 
tions ? 

Congressman Atsert. Yes; I have one question. Mr. Gorham, is 
it a fairly typical situation that the farm storage equipment is owned 
by the company ? 

Mr. Gornam. I could not say positively, but that is my opinion, Mr. 
Albert. 

Congressman Aubert. All right; thank you. 

Mr. GorHuam. I think that is the way it is. 1. know mine is with 
a major company and they own the equipment, the pumps and the 
underground tanks. 
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Chairman Poser. I believe that I am going to have to change the 
order just a little bit because we have a good many more farmer wit- 
nesses than we have oil corporation witnesses. If I may I would 
like to change that around somewhat instead of alternating them. 

Congressman Bass. You mean that is true in Texas? [Laughter.] 

Chairman Poacer. That is true even in Texas; yes, sir. It is a great 
surprise to a good many of our friends in the North and East that 
there are a great many more consumers in Texas than there are pro- 
ducers of oil. [Laughter.] Now, if I was to continue the arieunere 
and alternate between oil company witnesses and farmer witnesses 
I think we would soon find that we had run out of oil companies and 
that we still have a lot of farmer witnesses who need to be heard. 
Now, I am going to call several farmers and then I will call some 
more oil company representatives. If there is no objection we will 
proceed in that way. I see that Mr. John A. Smith, from Milam 
County, has come in. He is president of the Farm Bureau there. Mr. 
Smith, do you have something to say to us? 


STATEMENT OF JOHN A. SMITH, PRESIDENT, MILAM COUNTY FARM 
BUREAU 


Mr. Smiru. Mr. Chairman, members of the committee, I appre- 
ciate-your presence and you taking the trouble to come here today to 
hear our troubles. I don’t have anything to add other than the fact 
that the ones in Milam County, in Cameron, I think all did go up 
on the gas. However, in the eastern part of our county some of our 
farmers do buy gas from the Phillips dealer there and Phillips did 
not go up. There are a few farmers close to the line there. We feel 
if he can make money and sell it at the price that it was selling for, 
then we feel like the others could too. You know the situation that 
our farmers are in, the price that we are getting for our crops, and 
the drought and all of that, and we feel hke that any relief we can 
get will certainly be appreciated. We thank you for coming. 

Chairman Poace. We are glad to have you, Mr. Smith. Are there 
any questions to Mr. Smith? As there are none, we thank you very 
much, Mr. Smith. Now, we will have Mr. Percy Curtis, of Hill 
County. 


STATEMENT OF PERCY CURTIS, HILL COUNTY, TEX. 


Mr. Curtis. Mr. Chairman and members of the committee, we wish 
to thank you fellows for giving us this opportunity here today to 
express ourselves. What I have to say here today might look a little 
on the personal side, but as a farmer [ had planned to give you what 
has actually happened to me as a farm operator. 

Of course, I am very glad to see these major companies taking the 
half-cent raise off because we as farmers would like to be treated just 
as everyone else, if we possibly could. 

I went to the trouble to call an oil company which I have been 
doing business with for a number of years and I asked them to work up 
a chart showing just what I had bought in 1955, since 1956 was not 
complete. I asked him for the number of gallons, the deliveries, and 
the amount of money I had spent with him. My purpose was to show 
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that not all farmers order 50 gallons at a time. Some of us order 500 
or a thousand gallons at a time. My farm happens to be located 
about 3 miles from the major company with which I did business. My 
deliveries vary anywhere from 400 gallons to 827 gallons. That was 
for last year. They notified me this spring that they would have to 
charge me a half cent a gallon for deliveries to haul me a truckload, 
and that was the way that they usually delivered it out tomy farm. I 
said, “boys, I like you and I have traded with you for a long time, but I 
am not going; this is the straw that broke the camel’s back, and this is 
just as far as lean go. I have 2 storage tanks of my own and 1 that 
longs to you, and I am going to ask you to pick it up. He said, where 
are you going to get your gasoline? I said, well, I don’t want to 
answer you short, but you just let me worry about that. I will get it 
someplace. I may have to get a can and haul it from east. Texas, but I 
will get it someplace. 

So in a few days our Sinclair dealer drove up, and I still admire that 
company for keeping us farmers on the level with the rest of the people, 
and he assured me that as long as I ordered gas in any quantity, I 
believe it was over 150 gallons at a time, that their company did not 
show any increase as of yet. 

Well, I have gradually become a Sinclair customer and I think I 
could stay with the man that stayed with me. Now, this may sound 
a little crude, but this is the way that some of us farmers look at it. 
We are operating on a narrow margin. We wish to thank this com- 
mittee and the rest of the boys up in Washington that have been 
helping us to get our 2 cents Federal tax back. 

Now, it may have been a coincidence, but it looks to us that just 
about the time we were ready to get that first check, somebody else was 
sitting there waiting for it, and of course we are doing all that we 
could to keep that from happening. I hope that all the major com- 
panies will take that half-cent price raise off and will let us farmers 

uy our fuel just like we were any other American citizen. Thank you. 

Chairman Poage. Thank you very much, Mr. Curtis. [Applause.] 

Congressman Apert. I wonder if I might ask Mr. Curtis a few 
questions ¢ 

Chairman Poace. Yes; go right ahead. 

Congressman Apert. Mr. Curtis, I wondered if you would tell us a 
few things about your farming operations. Will you tell us about 
the size of your farm, how many you work on your farm, and something 
about your operations ? 

Mr. Curtis. Mr. Albert, I farm approximately 1,050 acres of culti- 
vated land. Out of that I have got the big sum of 341 acres of cotton 
allotment. The rest of it is in maize and grain. I do have some 
pastureland but I have better than a thousand acres of land that we do 
cultivate. I have three regular employees the year round, tractor 
operators. Of course, in the harvest season, in the busy season, that 
number increases. 

Congressman Axsert. I would like to ask you about the wages 
that you pay your tractor operators. Have wages increased in recent 
years? 

Mr. Curtis. Yes, sir. 

Congressman Apert. When did the increase start; was it about 
1950? 
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Mr. Curtis. I would say, yes. It has been ever since the close of 
World War II and it is still going up and it has got to stop. 

Congressman Aubert. What. about the other things that you buy! 

Mr. Curtis. They have all increased very much. 

Congressman Apert. What about the things yousell? [Laughter. | 

Mr. Curtis. They have all gone back down. They are getting 
cheaper. It seems that we buy at retail and sell all of our products 
at wholesale. It is getting us in a squeeze. 

Congressman Gatuines. Has your political philosophy remained 
static all ofthat time? [ Laughter. | 

Mr. Curtis. I don’t want to get into politics here. [Laughter.] The 
only way that I can answer that is that I have always planned to be 
a Democrat, and I still am a Democrat. [| Laughter. | 

Congressman Gatuines. I only ask you if it had remained static. 
I did not ask you which way it was. Thank you very much. 

Congressman Apert. I want to congratulate you, Mr. Curtis, on 
that concrete statement. I don’t see how any oil company could possi- 
bly claim that your case was one where they were losing money because 
of the cost of delivering gasoline to you as cheap as they were delivering 
it to some filling station. 

Mr. Curtis. Thank you, gentlemen. 

Chairman Poace. We appreciate you coming here, Mr. Curtis. 
Thank you very much. I believe the next man that we have here is 
Mr. R. A. Fuchs, of Washington County. Is Mr. Fuchs here? 

Mr. Fucus. Yes, sir. 

Chairman Poacr. We are very glad to have you here, Mr. Fuchs, 
and is there anything you would like to say to us? 


STATEMENT OF R. A. FUCHS, WASHINGTON COUNTY, TEX. 


Mr. Fucus. Mr. Chairman and gentlemen of the committee, I am 
R. A. Fuchs, of Brenham, Washington County, Tex., and that is on 
the banks of the Brazos River where we became free. Really I did 
not come up here to testify. Some several days ago I spoke to a good 
friend of mine that has been delivering gasoline out at the farm all 
along and we were talking about how did it come that he had raised 
the price on me. I said, by the way, I would like to know how much 
did you raise the price, and he said, three-tenths of a cent per gallon. 
I asked him why he was doing that and he said, well, you know these 
people here in town are really complaining about me delivering gas 
out to the farms for the same price because they had a big investment 
in the tanks and pumps and things like that. So I imagined and I 
gathered from that that these folks in town were not naling enough 
gas. I don’t know really what was behind all of that. I tried to 

ave a conference with them the other day to find out all about it, but 
I did not get to make the conference with them. 

Anyway, he was a little skeptical about telling all of the things 
that he know about it. So on yesterday another distributor and filling 
station operator in town said, we are going to have another meeting 
over in the next county on tomorrow, which would have been yester- 
day, and I had asked my distributor to keep the same price to the 
farmers, not to raise the farmer’s price. In other words, to sell us 
the gas so that we could keep the farmers on the same basis as we had 
been before. That was his excuse. We were in church that Sunday 
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morning, and I could not get my wires straightened up with him. I 
wanted to take him for a round, but I did not have time to. So I do 
not know really. He said, you know, gas costs only 5 cents a gallon 
tomake. I said, where does all of the rest of it come in? We did not 
have time to find out where all of the rest of it come in. Of course, 
we do know that a lot of it is taxes and so on. 

We as farmers, of course, can feel this price-squeeze proposition. 
It looks like every time we hope for a little gain, that is in the way of 
refunds, justified refunds, so that we: might break even in our opera- 
tions, but it does not quite look that way. 

I think this hearing is good. I appreciate the committee being 
down here. I did not want to come up here to testify beeause you 
took me by surprise, but I do wish to thank you. 

Chairman Poaer. Thank you, Mr. Fuchs, I want to say that I have 
known Mr. Fuchs for years and I thought we had someone else out 
here. Now, possibly we should hear from some of the other oil com- 

anies. I think maybe there is a representative here from Humble, 
1s that right ? 


STATEMENT OF WALTER WOODUL, COUNSEL, HUMBLE OIL & 
REFINING CO., ACCOMPANIED BY MR. STEVENS, SALES MANAGER 


Mr. Wooput. Mr. Stevens is sales manager for the Humble Co. 
and I believe the record shows that they are the ones that led off on 
this price increase. 

Chairman Poagr. Yes; that is what the record shows. 

Mr. Wooput. He will explain to you who gets the money and what 


it was for, and he will give you whatever you want to know. 

Chairman Poace. Thank you, Governor Woodul, and we are glad 
to have you, and we are also glad to have you, Mr. Stevens. 

Mr. Srevens. Thank you, Mr. Chairman, and members of the com- 
mittee. We are glad to be here and are glad to have this opportunity 
to explain before this committee why, the reason why for this increase 
in the price of gasoline to farmers. Now, if you will bear with me for 
2 or 3 minutes I would like to read a statement that was prepared this 
week. 

On June 1, 1956, Humble established a farm and ranch tank. wagon 
schedule with prices one-half cent per gailon higher than the tank 
wagon prices charged to dealers and commercial-industrial consumers 
covering deliveries by Humble to farm customer locations. 

Chairman Poaer. If you will, Mr. Stevens, I would like to suspend 
for just a moment while I introduce my colleague, Congressman Clark 
Thompson, who has just arrived. Ladies and gentlemen, I would like 
to introduce my colleague and member of this committee, the Honor- 
able Clark Thompson, Member of Congress from Galveston. [Ap- 
plause.] Now, if you will resume, Mr. Stevens, and thank you for the 
interruption. 

Mr. Stevens. It makes no change in the prices for petroleum prod- 
ucts picked up at its warehouse docks by farm and ranch customers. 
The reasons for this adjustment are that the costs of making deliveries 
of petroleum products to farmers and ranchers are greater than costs 
of delivering to other classes of buyers such as service stations and 
commercial-industrial consumers. These additional costs are created 
because of distances, road conditions, small quantities, and the extra 
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time required to serve such accounts. A case in point: The average 
cost of a 13.8-mile round trip is $4, including truck and driver’s time 
only. Our average delivery to a farmer is 260 gallons, which is equal 
to a cost of 1.54 cents a gallon. The extra time of hauling to locations 
on a farm, unloading, preparing two sets of papers, and other time- 
consuming elements are in addition to the trip cost. The average 
volume delivery to commercial-industrial accounts is higher. An aver- 
age delivery of 500 gallons is equal to delivery cost of 0.80 cent a 
gallon; a 1,000-gallon delivery equals 0.40 cent a gallon. Now, that 
is just for the truck and the driver’s time. That is all that it includes. 

umble has always been aware of the fact that the cost of deliver- 
ing to farm and ranch accounts is much higher than the servicing of 
other classes of business. We recognize this additional cost factor and 
in 1947 allowed our commission agents an average of 35 points a 
gallon additional commission to absorb part of their added cost. Ever 
since then they have been after us to raise their commission on these 
farm deliveries. They have constantly asked for an increase in their 
commission so as to absorb the cost which has increased every year. 
Since 1947 this question has been a subject of constant review because 
of continuing rising costs and our studies convinced us that there was 
a further need to compensate our commission agents; therefore, on 
June 1, 1956, we increased the commission differential rate to 0.55 a 
gallon coincident with our increase in the price of gasoline to the farm 
and ranch trade. In other words, our commission agents get the whole 
half-cent increase. 

During the studies we gave careful consideration to the feasibility 
of adopting a sliding-scale price schedule based on quantities delivered 
at one time. Necessarily such differentials would have to start at 
much higher amounts per gallon to take care of the very small deliv- 
eries of less than 100 gallons and other slightly lower differentials for 
deliveries from 100 to 200 gallons and gradually reducing to a point 
where no differential applied to economical large deliveries. Since 77 

recent of our deliveries to farmers are less than 300 gallons per de- 

ivery, a sliding price schedule, in our opinion, would not have been 
fair to the small farmer, therefore, we decided that a flat one-half 
cent a gallon applicable to all buyers in this class was a sound decision. 
The average Saivery r stop to the commercial-industrial trade is 
446 gallons; to the service-station type of account where deliveries are 
made in tank wagons the average is 1,100 gallons; and deliveries made 
by transport average 5,800 gallons each. 

Our decision to establish new tank-wagon schedule on sales to farm- 
ers and ranchers was not a hasty one but came as the result of long 
and serious study and after a survey which lasted more than 6 months. 
After thorough discussion of the problem we placed the one-half-cent- 
a-gallon differential into effect. Our decision had no connection with 

asoline tax refund. It was strictly an economic question which had 
n under consideration a long time. 

T believe those are the facts as we see them, gentlemen. 

Chairman Poacr. Could I ask you a few questions about that before 
we go any further, Mr. Stevens ? 

Mr. Srevens. Yes; I will try to answer them as best I can. 

Chairman Poace. There are just a few things about it that I do not 
quite understand. You stated, as I recall it, that your agents several 
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years ago requested that they be given something additional, some 
additional allowance; is that right? 

Mr. Srevens. That is right. Since we put that 35-point increase 
into effect in 1947 they have been after us ever since to increase their 
commission. 

Chairman Poace. Now that 35 points means a little better than a 
third of a cent? 

Mr. Srevens. Yes, sir. 

Chairman Poacr. And you are now. giving them 55 points, which is 
just a little over a half cent? 

Mr. Srevens. Yes; that is right. 

Chairman Poags. So that it does not seem to me that your agents 
get all of the increase. 

Mr. Srevens. No; not of the increase. 

Chairman Poagr. It seems to me that the company has got about 
half of the increase there. 

Mr. Srevens. The agents are getting the full half cent but they did 
not get it all at one time. 

Chairman Poage. But they were already getting 35 points of that 
so that you actually only increased their commission by 20 points, but 
you increased the price to the farmers by 50 points; isn’t that right? 

Mr. Srevens. Yes; that is right. 

Chairman Poage. In other words, for every dollar of new cost to 
the farmer, the company is getting $3 for every $2 that the agent gets; 
isn’t that right? 

Mr. Stevens. I might add, Mr. Poage, that the cost is a little more 
than a half cent a gallon. On the unit cost price of this gasoline we 
have the equipment which is loaned to the farmer, that ia up, and 
then there are other costs that the company carries itself, and it bri 
it up pretty close to a little less than a cent a gallon, and that is addi- 
tional costs. 

Chairman Poace. Well, all I am trying to do here is to get it clear. 
Magnolia said that they divided it, that they took half of the increase 
cost to the farmer and that the agent got half of it. Sinclair says that 
they gave it all to the agents. Now, I am just trying to get it clear. 
and I believe your statement was, and I think inadvertently you stated 
that you gave the whole price increase to the agent. Now, it is true 
that he gets a half cent, but it is not the half cent that we are talkin 
about, is it? He just gets a half-cent total, but not the half cent o 
the new increase. 

Mr. Srevens. That’s right; it is about half of the increase. It was 
just added to his 35 points. 

Chairman Poacr. In other words, he gets from your company just 
about the same sort of deal that he got from Magnolia. All I am trying 
to say is that as I see it your company did not deal any more liberally 
with the agent than did Magnolia. 

Mr. Stevens. I do not know what their commission is. 

Chairman Poacer. They have just stated that they gave their agent 
half of this increase and kept the other half of it for themselves. It 
seems to me that your company kept six-tenths of it and gave the agent 
four-tenths of it, and that is what happened, isn’t it? 

Congressman Garuines. I think the agent just took the 35 points 
back for himself, wouldn’t that be the effect of it? 
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Chairman Poage. No, no; it was the 35 points that the agent has been 
receiving all along, wasn’t it ? 

Mr. Stevens. 35 points, yes, and his was raised to 55 points. 

Chairman Poage. So that he got two-tenths of a cent increase ? 

Mr. Srevens. That is right. 

Chairman Poace. And the company got three-tenths of a cent in- 
crease ¢ 

Mr. Srevens. That is right. 

Chairman Poage. So it seems to me that you cannot assume that the 
agent got all of this advantage. Of course, he is two-tenths of a cent 
better off than he was without the extra charge. 

Mr. Srevens. Yes; that’s right. 

Chairman Poage. Now, there is another question that I want to 
clear up. Maybe I just do not understand the method. You say that 
the average deliveries to farmers has been 280 gallons? 

Mr. Stevens. 260. 

Chairman Poaee. All right, 260, excuse me. You then calculated 
your cost on the delivery of 260 gallons and you arrived at a cost per 
gallon of this delivery. Asa matter of fact, you don’t mean—well, I 
don’t know whether you mean it or not, do you? That the average trip 
out of your bulk station is for a delivery of only 260 gallons? 

Mr. Srevens. That’s right. 

Chairman Poaer. Or do you mean that the average delivery to a 
farmer is 260 gallons? Now, that would be quite a difference. I know 
that the man who comes to my place ordinarily serves somebody else 
or perhaps 2 or 3 other places at the same time. He rarely ever makes a 
trip just to deliver to us. I am sure that sometimes he does make a 
trip simply to deliver to us, but he rarely makes a trip just to deliver 
to us because he ordinarily delivers to some other people at the same 
time, so that the average trip out of a bulk station does not ordinarily 
average 260 gallons, does it? 

Mr. Stevens. In most cases it does. We do have cases, as you say, 
where split deliveries are made. A man will take 500 gallons and go 
out and he will deliver 260 gallons to 1 farmer and deliver the rest of 
it to some other place. As I tried to explain, it is not the distance so 
much as it is the time element. I would say that 25 percent of the cost 
is in distance and 70 percent of it is in the time required to make these 
small deliveries. You have got to unload it differently than you do 
when you go to a single service station. You can unload it very 
quickly at that service station. Most of them do not have these power 
takeoff pumps on the farm and it takes considerable time to make these 
small deliveries. On 1 trip out there you might have to make a trip to 
2 or 3 different places. It is the time element that is involved. 

Chairman Poace. Well, whose time is that? I do not know what 
your contract is with these bulk-station men, but whose time is that ? 

Mr. Stevens. That is the commission agent’s time. 

Chairman Poacr. That is what I thought, and that adds nothing to 
the expense of the Humble Co.; isn’t that right? I mean if he spent 
all day in delivering me 10 gettons of gasoline it would not add any- 
thing to your cost; would it! 

Mr. Stevens. Well, no; but we try to compensate him for that, and, 
of course, there are other costs, as I have saad 

Chairman Poage. Yes; I know, but you have compensated him by 
taking three-tenths of a cent from this farmer and you are not giving 
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that to this commission agent, so that does not compensate him. Now, 
what I am trying to find out, sir, is just what you spent. I understand 
what the commission agent spent, and I understand that he is probably 
more competitive than perhaps your organization is because there are 
a lot more of commission agents than there are of refining companies. 
Those commission agents get somewhat competitive themselves. I 
think we will find that the agents might get competitive among them- 
selves. Mr. Martin here might decide that he would give a service 
that this man from Magnolia would not give, and vice versa, and they 
get pretty competitive among-themselves, but that does not cost you 
anything. 

Mr. Stevens. As I explained awhile ago, where our costs enter into 
it are the costs of the equipment, the unit cost of service furnished and 
the equipment that is furnished to the farmer. Some of the ware- 
housing costs we absorb, some of the accounting cost that is more, and 
in the warehouse. Our commission agents, we pay them a commission, 
and they are furnished with trucks and equipment, and the ware- 
housing and all of that is supplied by us; they are paid by the company 
itself, and it is those additional costs that go into absorbing the three- 
tenths-of-a-cent increase. 

Chairman Poage. Well, I gathered from your testimony that the 
big cost was the time element. I also gathered that the time was not 
yours; I understood it to be the time of the commission agent, and it 
seems to me that it would hardly be justified to give the company a 
three-fifths-of-a-cent split in order to compensate that agent for the 
time that he had lost. 

Mr. Stevens. He is actually getting a half cent. 

Chairman Poacr. Yes; but he did not gain but two-tenths of a 
cent increase out of this price increase. The increase is all that 
we are talking about. We are not raising any question about your 
basic price structure. I realize that that would be beyond our juris- 
diction and we are only talking about this increase that you have 
imposed on these people. It was imposed, we are told in one breath, 
to take care of this commission agent’s costs because he had to spend 
so much time with this farmer, but instead of giving it to the com- 
mission agent the company takes three-fifths of it. Now, that does 
no seem to me to jibe with the statement the commission agent was 
in such bad shape. Sinclair gave all of that increase to their agent. 
It is probably true that they felt their agents were in bad shape and 
if so they probably were justified in saying that we are going to make 
the farmer keep that agent from going broke because we do not want to 
require a man to have to render service at less than cost, and accord- 
ingly Sinclair gave it all to that agent, as I understand it. You 
didn’t, you took three-fifth of it to yourself. 

Mr. Wooput. May I put in a word? 

Chairman Poagr. Yes; certainly, we will be glad to have you. 

Mr. Woopvut. It was costing you a third of a cent more per gallon 
to sell gas to farmers than it was costing you to sell to your other 
customers; isn’t that right? That is true, is it not, because you were 
absorbing a third of a cent yourself before this thing came in. You 
did that rather than raise the price back there in 1946 or 1947. Then 
as it came on and they wanted more, you allowed them 55 points more; 
isn’t that correct ? 

Mr. Srevens. That is correct. 
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Mr. Wooput. In other words, that half cent merely took up what 
you had absorbed to move this out before, and that made this 55 

ints—— 

Chairman Poace. What you are saying is that Humble recognized 
the condition of their agents long before anybody else did? 

Mr. Wooput. Yes; that is right, and they have been arguing this. 
It started in November of last year, and that was before anybody ever 
thought of the tax bill going to be raised. Then we finally got au- 
thority, we fought it out and took these tests in May, and then we put 
it in June. These other companies then followed immediately after 
that. The point is that it is costing you 0.55 cent and you are only 
getting a half cent for doing this business out in the country. Now, 
that does not include the cost of the tanks and the other things which 
you furnish to service the farmer out there. So that instead of not 

ing the fair treatment your city buyers are, because you are giving 
em a better deal. You would give them the same price if they came 
to - bulk plant that you would give to anybody else, isn’t that 
right 
. Stevens. That is correct. 

Mr. Wooput. If they would-just come and do their-own carrying. 

Mr. Stevens. Yes; that is right. 

Congressman Bass. If the gentleman will yield for just a minute? 

Mr. Wooput. Yes; I will be glad to. 

Congressman Bass. It appears to me that Humble just saw a chance 
to get their 35 points back and let the farmer pay it; didn’t they? 

Mr. Wooput. Yes; that is right. 

Congressman Bass. And they just apologized for doing that 8 years 
ago; is that the effect of it? 

Mr. Srevens. I think that is right. 

Congressman Bass. In other words, they just decided that now the 
traffic would let the farmer pay them back for this additional that they 
had given to the distributor. Well, if it was fair for the distributor 
to get 35 points more in 1947 then it is fair for him to get 35 points 
more in 1956; isn’t it ¢ 

Mr. Wooput. That assumes that it was fair in order to do business. 

Congressman Bass. And Humble just decided that since the farm- 
er’s business would let him stand this thing now, we will get ours back 
and we will help the distributors just a little bit. 

Mr. Wooput. Well, let’s take steel, they raised the wages, and they 
are all trying to help the laboring man—— 

Con man Bass. Well, let me ask you this—— 

Mr. Wooput. And they immediately raised their prices and nobody 
had any investigation about what the labor cost. 

Congressman Bass. Of course, we are not investigating labor. This 
is not the labor committee. 

Mr. Wooput. Yes; that’s right. 

Congressman Bass. Let me ask you this question, did you raise your 
distributor since 1947? Did you give your commission agents a gen- 
eral increase since that time? 

Mr: Woopvut. Not until they raised it up to 55 points. 

Congressman Bass. No, what I am talking about is this, didn’t you 
give your commission agents a general increase at all? Didn’t you 
yive them any higher percentage than they were making in 1947 for 
distributing to the filling stations ? 
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Mr. Srevens. Oh, yes. 
Congressman Bass. How much of an increase did you give them / 
Mr. Stevens. I don’t recall what the figures were. I have not seen 
the figures and I cannot give you the exact amount, but they have had 
an increase since then, 

Congressman Bass. They have had a percentage increase or an in- 
crease of so much per gallon ¢ 

Mr. Stevens. Yes, that’s right, but the differential was 35 points, 

Congressman Bass. How much has Humble raised the base price of 
gasoline since 1947, that is just the base price of gasoline? 

Mr. Srevens. Oh, it has been raised all together, I suppose—I just 
can’t give you that figure. 

Congressman Bass. How much did you raise it from Humble to the 
commission agents since 1947 ¢ 

Mr. Stevens. We do not sell the commission agents gasoline. They 
just work on a commission. 

Congressman Bass. They are just commission agents, are they ? 

Mr. Sravens. Yes. 

Congressman Bass. How much has your base price of gasoline in- 
creased since 1947 ? 

Mr. Stevens. Well, Congressman, I will have to look that up. I just. 
don’t recall offhand. 

Congressman Bass. Do you know, Governor? 

Mr. Wooput. No, I don’t know. 

Congressman Bass. Does anybody here know how much gasoline has 
been raised in price since 1947? 

Mr. Wooput. I used to sell sugar and I know about that. 
| Laughter. | 

Chairman Poage. I think perhaps this will clear this up on that 
question, I suggest that we all know that the basic price of gasoline, 
like the basic price of steel, has been increased from time to time. 

Congressman Bass. What I am trying to find out is whether or not 
they have increased the distributors, if they have raised his commis- 
sion any, and there doesn’t anybody seem to know whether there has 
been any increase in that or not. 

Chairman Poager. I think we can assume that the basic price of 
gasoline, like the basic price of steel and other things, has been 
increased from time to time in order to absorb the increased cost of 
processing and distribution of the gasoline. That is just the same 
as the steel companies have put. an increase on their product. How- 
ever, had the steel companies-announced that they were increasing 
the price on barbed wire, and not increasing the price of steel to the 
Ford Motor Co., for instance, then this committee would have been 
meeting in Pittsburgh and in Gary, Ind., just as we are meeting in 
Waco, Tex., today and for exactly the same reason. We are doing 
that because any time that it appears to us that any industry is put- 
ting a special increase upon farmers, an increase that is not imposed 
upon anybody else, then that comes under the question of our business. 

We recognize the fact that we cannot accept responsibility for the 
overall increase of costs on everybody’s product. e recognize that 
that increased cost is reflected in the price of everybody's product 
except that of the farmer. The.gasoline companies are doing it, the 
steel companies are doing it, and the Members of Congress are doing 
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it, and everybody else is getting it done. I am not raising any objec- 
tions to that. We are not talking about the question of overall costs. 
We recognize that there has to be some increase in the overall price 
to absorb the costs. We know that farmers have got to have it and 
that is what this committee has been trying to do, to see if we can 
find some way that farmers can do it. We have been trying very 
unsuccessfully, but we are making an effort to see if the farmer cannot 
get an increased price for his products in order to take care of the 
increased costs of his products. 

We are not kicking about people doing that. What we are talking 
about is this question of making an increase only on the commodity 
that is sold to the farmers, that is on the barbed wire and not on the 
rest of the steel products. As we see it that is just exactly what the 
oil companies did, here in June they increased the price of barbed wire 
and they did not increase the price of steel to General Motors. I mean 
it is comparable to that sort of a thing. Now, of course, we may see 
it wrong there, but that is why we felt that we should go into. this 
matter. 

Congressman Bass. Well, Mr. Chairman, what I was talking about 
was this, I have talked to several distributors. Of course, we don’t 
have this, this is a one-sided proposition and I can be prejudiced about 
it because we do not have any oil much in Tennessee. We do have a lot 
of distributors. What I was talking about is this, I was talking to an 
agent within the past few days and I think that his commission since 
the war, since the close of World War II, has increased by one-fourth 
of 1 percent, I mean that was one-fourth of 1 cent per gallon, whereas 
the general increase on gasoline has been some 3 or 4 cents on a gallon 
since that time. The agents feel, the commission agents, the dis- 
tributors, the man who serves the farmer, they feel that if the cost of 
producing and processing gasoline has been increased by a comparable 
amount of money since World War II, that the cost to the agent, in- 
cluding his time and his machinery, and his investment in his bulk 
— and so forth, has increased also and that is the reason that they 
rave been saying that we have got to have an increase in our com- 


mission. It — maybe on the surface, if you just look at this 


thing, that maybe the oil companies decided that if the farmers were 
going to get a refund that then they could satisfy their commission 
agents probably by letting the farm traffic take the burden and in- 
creasing the commission of the agent, increase the commission of the 
agent that has been asking for such an increase justifiably for the past 
10 years, and so that is it. [Applause. | 

Mr. Srevens. Of course, that was not our thinking. 

Congressman Bass. Well, I just said that it appeared that it might 


Mr. Srevens. I will tell you, sir, that that was not our thinking 
along that line at all. 

Congressman Bass. That was the reason I was trying to find out 
how much you had increased the price of gasoline and how much you 
had increased the commission agent during the past 10 years. I think 
it is a very pertinent question and I wish somebody could tell me. If 
there is an oil representative here that can tell me I would like to have 
it. Where isthe Gulf man? Ido business more with Gulf than I do 
with anybody else. 
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Chairman Poacr. The Gulf people just wrote us a letter and said 
that they were reducing the price and therefore they did not send a 
representative. 

Congressman Bass, They just withdrew their increase and did not 
come? Well, nobody seems to know what the price of gasoline is. 
It is 35 cents at home. 

Chairman Poagg. Does anyone else have any questions that they 
wish to ask ? 

Congressman Garuinas. Mr. Stevens, to rescind this half cent rise 
in gas price, what would the Humble have to do? Do you have that 
authority of making the policies? 

Mr. Stevens. Not here at this time, no, sir. 

Congressman GaTuines. Just what would be the process of rescind- 
ing that increase ? 

Mr, Stevens. We just heard about the Gulf having rescinded that 
action on Saturday and we heard about the Magnolia here this 
morning. 

Congressman Gatutines. Could you get on the phone and get in 
touch with your board and have the announcement come out here 
today? - [ Applause. | 

Mr. Stevens. I appreciate the compliment of you thinking that we 
are so fast, but I don’t think we can move that fast. [Laughter.] As 
we do in all cases in price changes, regardless of what kind of price 
changes they are, we study it. We take into consideration the eco- 
nomic, the competitive pressure on our business. I am not going to 
say whether we will adjust the price or not, but after a careful study 
we will come up with something. Of course, the loss of business, the 
loss of our business might have an awful lot of pressure on us. We will 
take that into consideration in all of these things. We have to do 
that before we can make a decision on what we are going to do here 
today. 

Congressman Tuomeson. Apparently your company was one of 
the first to make the raise and also apparently all of these companies 
were making the same study along at the same time. 

Mr. Srevens. I don’t know that, sir. 

Congressman THompson. And they all came to approximately the 
same conclusion, or rather they came to the same conclusion at approxi- 
mately the same time, and just by coincidence it was right after this 
tax reduction. I think it probably wasa coincidence. Was your com- 
pany at all moved by the fact that maybe the farmer could absorb 
this price increase because the tax was taken off ? 

Mr. Stevens. No, sir. 

Congressman THompson. You did not even consider it at all? 

Mr. Stevens. No, sir; it was earlier. We had been studying this 
for some time, for over 6 months. I think it was in November. 

Congressman TuHompeson. Yes, I know that you had been studying 
it, but if you came up with the conclusion that you were going to have 
a price that the farmer could not stand, or that any of the other of 
your customers could not stand, then you would probably be a little 
slow about putting it into effect ; wouldn’t you ? 

Mr. Srevens. That would be a factor to be considered; yes, sir. 

Congressman THomrson. You did know that the tax had been taken 
off of farm-used gasoline ; did you not? 
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Mr. Srevens. Oh, about the time that we put it into effect, yes, but 
I assure you that it had no connection whatever with the tax refund. 

Chairman Poace. Thank you very much, Mr. Stevens, we were 
glad to have you. 

Mr. Wooput. I apologize for stepping in. 

Chairman Poace. No apology is necessary. We were glad to have 
your statement. 

Mr. Wooput. Bob and I used to serve in the senate together and 
we have been arguing together and against each other and on the same 
side occasionally for a good long time. 

Chairman Poace. Yes; and we still do. 

Mr. Hammonp. Bob, I think we should tell everybody to talk louder. 
There are some people in the back of the room who are not able to hear. 

Chairman Poacr. Yes; I think that is true and it is also true that 
the stenographer is having difficulty in hearing. I am going to ask 
Mrs. Elizabeth Estes, of McLennan County, to come around now. 
Mrs. Estes is a farmer and a right substantial farmer. Do you have 
anything to say on this subject, Mrs. Estes ? 


STATEMENT OF ELIZABETH ESTES, McLENNAN COUNTY, TEX. 


Mrs. Estes. Thank you, Mr. Poage and gentlemen of the commit- 
tee and the other gentlemen. I come from a farm background. In 
1858 my grandfather moved on the farm where I now live, and some 
member of my family has lived on it continuously since that time. 
At that time the farmers and ranchmen, I believe, were a majority 
of the people in this State, and we had little difficulty in securing 
what we thought were our rights in certain matters. Now, I believe 
we represent a small 12 percent of the population of the United 
States—and I don’t know what it is in Texas—and we sometimes 
feel that people impose on us maybe because we are a small minority, 
but I don’t know that. 

As you have heard this morning, the price squeeze on farmers, I 
believe, is worse than it has ever been, and there are certain questions 
that come to our minds. One of them particularly is the fact that 
the oil companies have lost so much money, so many thousands of 
dollars, in dealing with us, and still most of them have increased 
their dividends consistently over the past few years. We wonder 
how that could happen ? 

There are a number of other questions that puzzle us farmers, and 
it gives us a great deal of pleasure to know that the Members of Con- 
gress are interested in our plight and will come down here to hear 
and take testimony and find out the answers to some of these ques- 
tions. Now, I did not come with any specific facts and figures to give 

ou gentlemen this morning. Are there any questions that you would 
ike to ask me ? 

Chairman Poacre. Apparently there are none, but we are glad to 
havea lady withus. Thank you very much, Mrs. Estes. [ Applause. ] 
Now, gentlemen, Mr. Clinton Smith, from down in the Rio Grande 
Valley, has come a long way to be here this morning and perhaps he 
will make us a statement on their situation. Are you from Mercedes, 


Mr. Smith ¢ 
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STATEMENT OF CLINTON SMITH, RAYMONDVILLE, TEX. 


Mr. Sairu. No, sir; I am from Raymondville. I am chairman of 
the Valley Farm Bureau, and I am a farmer in Willacy County as 
well. At the present I am a customer of the Humble Co. My rela- 
tions over the last 15 years has been very good with them, although 
it has deteriorated a little here this morning, I believe. [ Applause. | 

I farm about 500 acres of land and I have 3 regular hired hands 
and their families who live on my farm. I did not bring my figures 
with me, but if I remember right I have been buying about 10 or 12 
thousand gallons of gasoline a year from the Humble Co. That does 
not include the credit card that I ¢: arry for my automobile and trucks 
and what have you. Now, I don’t think that I could be, or rather [ 
don’t think that I should be, discriminated against because I do have 
two 500-gallon tanks and one 300-gallon tank on my farm. Yesterday 
as I pulled out of my drive the Humble dealer was out there deliver- 
ing a thousand gallons of gasoline at one time. Now, they charged 
me 23.8 cents a gallon for that gasoline. I have a friend who has a 
fieet of trucks and he lives between me and town. I live 2 miles from 
town. Here about 2 months ago they put him up one 500-gallon 

tank, the same thing that I have got, and they deliver him gasoline 
to burn in those trucks for 23.3 cents a gallon. That is a half cent 
a gallon less than they charge me. Now, they could not deliver a 
thousand gallons at a time because he has only got one 500-gallon 
tank. 

Now, they will come by my house and deliver me gasoline, 2 miles 
exactly from their bulk station, and they will turn around and go back 
to town and pick up 300 gallons of gasoline and deliver it down to 
Sebastin to a retail dealer. They will have to sit there for a while, 
maybe he has got a car or two in his drive, and I have seen it happen 
and I know what I am talking about. He has got a car or two that 
he is servicing in his drive and they will have to sit there and wait for 
10 or 15 minutes in order to get up to the pump. They don’t have 
any trouble like that around me because I have got 80 acres around my 
pumps and they can get to me pretty quick. [Laughter.}| They will 
deliver him gasoline at 10 miles for half a cent less than they will de- 
liver me gasoline at 2 miles. I cannot see any justification whatever 
for it, none whatever, and that is just one of the things that all of the 
farmers in my community are hollering about. Now, there is one 
consolation that I do have here this morning, we do have a Magnolia 
and a Gulf dealer in our town. That is all I have to say. [Applause.] 

Chairman Poacr. Are there any questions ¢ 

Congressman Bass. No, I think he answered them himself. 

Chairman Poace. Thank you, Mr. Smith, weappreciate you coming 
up here. 

Congressman Bass. By the way, you did give me the price of gasoline 
and you are the first man that I have been able to get down to the price 
of it. 

Chairman Poacr. We will next have Mr. Edward Trotter, from 
Limestone County. Mr. Trotter, will you tell us anything that you 
have to say on the subject? We are delighted to have you with us this 
morning. 
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STATEMENT OF EDWARD TROTTER, LIMESTONE COUNTY, TEX. 


Mr. Trorrer. Mr. Chairman, and members of the committee, I did 
not come up here to give any testimony. I came up here to hear some 
and I have heard some this morning that I like very much. I can go 
back and tell the members of our Farm Bureau over in my county and 
my fellow farmers that there are some companies that have rescinded 
that price and that is what we wanted to hear. I think there will be 
enough competition over there so that we can probably take care of this 
thing. I donot have any further testimony that I care to offer because 
it has already been offered. Thank you. 

Chairman Poacr. Thank you, Mr. Trotter, and we are delighted to 
have you with us here this morning, and we are also glad to have your 
testimony in addition to the other testimony. Now, I believe that that 
exhausts the list that I have before me. I wonder if there are any 
other oil representatives that want to be heard ? 

Mr. Green (John W. Green, manager of the Texas Co. sales divi- 
sion in Houston). Yes, sir; the Texas Co. 

Chairman Poacer. All right, we are very glad to have you. Come 
around and tell us about your situation. 

Mr. Green. I have a statement for the benefit of the committee and 
the audience that I would like to read if you will bear with me. 

Chairman Poagr. Will you give the reporter your name, please, sir? 


STATEMENT OF JOHN W. GREEN, DIVISION MANAGER, 
HOUSTON SALES DIVISION, THE TEXAS CO. 


Mr. Green. Hon. W. R. Poage, vice chairman, and honorable mem- 
bers of the Agriculture Committee of the 84th Congress, my name is 
John Green. I am division manager of the Texas Co.’s Houston sales 
division which markets Texaco products in the southern two-thirds of 
the State of Texas. 

My company and I both welcome this opportunity to present the 
facts concerning prices at which we sell our gasoline to farm customers 
in Texas, and to answer the questions contained in Congressman 
Poage’s letter of September 10 to Mr. Claud Barrett, vice president of 
our company in Houston. 

The whole subject of gasoline prices is a complicated one. It is 
governed by a wide variety of conditions, each of which is subject to 
almost constant change and, for this reason, is often confusing to per- 
sons who do not live with it daily. Any clarification of these questions 
which these hearings can bring about will be most helpful. 

First of all, I would like to assure you gentlemen that the farm 
market is a very important one to the Texas Co. We number on our 
books thousands of farmers throughout Texas and elsewhere with 
whom we have done business for many years. Our company has no 
intention of discriminating against this valuable group of customers, 
and we do not feel that our farm prices are at all unreasonable, when 
all factors are given proper consideration. 

Your first inquiry is: Why did the Texas Co. increase its charge 
to farmers and to no other group of consumers ? 3 

I assume your term, “no other group of consumers,” excludes motor- 
ists and others purchasing from service stations, since such consumers 
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do pay more for gasoline than the farmer because they pay the retail 
price, whereas the farmer pays the tank-wagon wholesale price plus 
one-half cent per gallon if the product is delivered to the farm. The 
only other group of consumers purchasing gasoline at the tank-wagon 
price are industrial and commercial customers having storage facil- 
ities at their plants. 

I wish to explain that the Texas Co.’s one-half cent per gallon in- 
crease in its farm and tank-wagon price for gasoline, kerosene, diesel 
fuel, and tractor fuel applies only when deliveries are made to the 
farm or ranch and does not apply when the customer calls at the bulk 
plant and picks up the product. This extra one-half cent per gallon 
is in effect a service charge for making deliveries directly to the farm 
or ranch—deliveries which are often of a small volume and which are 
often made by time consuming and expensive methods. 

There are a number of reasons why we charge the extra one-half 
cent per gallon price if our product is delivered directly to the farm. 

Long hauls, in many cases over inadequate roads, plus the fact the 
individual deliveries are usually of relativ ely small volume, make the 
farm-fuel business extraordinarily é éxpensive to serve. Product de- 
livery to the farmer is more expensive and burdensome than deliveries 
to industrial and commercial consumers. 

Large volume deliveries could absorb the extra expense incurred in 
traveling a longer distance, but the average delivery to the farmer is 
small as compared with the average delivery to the industrial or 
commercial consumer. 

I would like to deviate just a minute from my prepared script here, 
gentlemen, to tell you this much, and that is that I sure would like 
to have some of these farmers who have testified up here today as 
our customers, these fellows that have got these big storage tanks and 
buy in large quantities and who live close to town. I sure would 
like to do business with you. 

SeverAL Mempers or THE AUDIENCE. The way to get it is to lower 
your prices. [Applause. ] 

Mr. Green. Based on my experience in marketing petroleum prod- 
ucts, I would estimate that the average farm account purchases about 
1,800 gallons of fuel a year, whereas the average inde istrial or com- 
mercial consumer account purchases about 10,000 gallons annually. 
The average individual delivery to the farmer in our case is approxi- 
mately 100 gallons, whereas the average individual delivery to the 
industrial and commercial consumer is approximately 1,000 gallons. 

Almost any Texaco dealer in Texas buys from 40 to 50 times as 
much gasoline as the average farm account. Yet until June these 
dealers paid the same tank-wagon price as a small farmer. 

It is an economic maxim that unit distribution costs decrease or 
increase in proportion to the volume delivered. 

For the past several years, many of our consignees have reported 
to us that their farm business was unprofitable. due to the reasons 
stated above. Prior to the one-half cent a gallon increase, our con- 
signees received the same per gallon commission for delivering, for 
eX: cample, 100 gallons to a farmer as they received for delivering 1,000 
or more gallons to an industrial or commercial consumer or a service 
station, even though they traveled many more miles to the farm or 
ranch. 
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These are some of the reasons why the Texas Co. in the exercise of 
of its own individual business judgment, increased the tank wagon 
farm price by one-half cent per gallon. 

However, all of the increase on fuels except gasoline and one-half 
of the gasoline increase was given to the consignees in the form of 
increased commissions to assist them in meeting the extra expenses of 
serving this trade. 

Your second inquiry is why the Texas Co. made this decision only 
after the Humble Oil Co. had announced similar action. 

Reports from our field personnel during the early part of June 
1956, disclosed that Humble Oil & Refining Co., Magnolia Petroleum 
Co., and Gulf Oil Corp. had increased the tank-wagon prices of gaso- 
line, kerosene, diesel, and tractor fuel by one-half cent per gallon to 
the farm and ranch trade. For the reasons I discussed earlier it has 
been obvious for several years that the cost of serving the farm trade 
justified additional revenue therefrom. We were not able to raise 
our price before June 12, because of the competitive situation. When 
three of our principal competitors raised their prices during the early 
part of June, however, such action enabled the Texas Co. to raise its 
price and still retain its customers. 

Your third inquiry is why the Texas Co. picked a time to increase 
the price of gasoline which coincided with the date the Federal Gov- 
ernment offered a tax refund to farmers. 

This legislation had no bearing whatsoever on our decision to in- 
crease the price. No mention was made of, or any thought given to 
this legislation when the increase was being considered. In fact, I 
was not aware at that time that the proposed legislation had actually 
become effective. 

Your fourth inquiry is what effect did the price increase have on our 
company’s revenues and profits and volume of sales. 

Our company does not keep its accounts to show a breakdown of 
revenue and profits from different types of businesses and accordingly 
we do not have an answer to your question regarding the effect of the 
price increase upon our revenues and profits. 

With respect to sales volume, our farm sales have been declining over 
the past 4 years in varying amounts up to as much as6 percent. There 
are probably a number of reasons for this. Perhaps the most impor- 
tant factor is the conversion of tractors and other mechanized farm 
equipment from gasoline to liquefied petroleum gas. Another is 
probably the severe drought we have experienced recently. 

I hope I have helped to clear up some of the questions in your minds. 
Again, I want to thank you for this opportunity of discussing with you 
a matter of such mutual importance to the Texas Co., Members of Con- 
gress, and our valued farm customers. 

Chairman Poace. We are glad to have you come before us and give 
us the position of your company on this matter. 

Mr. Green. Would you gentlemen like a copy of this? 

Chairman Poacr. Yes; we would like to have it and you can give 
the reporter one for the record. 

Congressman Apert. Mr. Green, doesn’t your company watch the 
potential or the possible taxes directly on the sale of gasoline? 

Mr. Green. Yes, sir. 
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Congressman Axpert. Isn’t that an important thing to you, any 
nationwide tax change on gasoline? 

Mr. Green. Yes, sir. It is more important to our customers than 
it is tous, Mr. Albert, because when invoked by the Government or by 
a governmental agency it is passed on to the consumer. 

Congressman ALsertT. But isn’t it possible to you that if the taxes 
increased considerably that it may be your customers would get fewer 
in number ¢ 

Mr. Green. Yes, sir; it certainly is. 

Congressman Apert. And yet with the position that you had in the 
company, in the sales division of your company, and you did not even 
know that this Federal tax refund had been authorized ? 

Mr. Green. No, sir; and I apologize for not knowing. I should 
have known it. I did know that there was a bill before Congress to 
authorize it, and I knew that a study was being made of it by you 
gentlemen, but I did not realize that it had been passed, that is at the 
time we made our decision to make this increase. 

Congressman Aubert. And if there had been an increase in the tax 
instead of a refund you would still have increased your charge? 

Mr. Green. That is correct, sir. 

Congressman GaTuines. Mr. Chairman, I would like to ask a ques- 
tion, if I may? 

Chairman Poace. Yes; go ahead. 

Congressman Gatuines. Mr. Green, I would like to ask you whether 
or not you made a study back in 1950, 1951, 1952, 1953, 1954, or in the 
earlier part of 1955 with reference to the increased cost that it now 
takes for farmers and ranchers to operate? 

Mr. Green. In answer to that, sir, I would say that it is a continu- 
ing study. Naturally we are in a very highly competitive business 
and our margin of profit is very, very small on a per-gallon basis and 
we study continually the most profitable way in which to market our 
product and how we can give better service and at the same time make 
a small profit for our company. That has been a continuing study all 
along, sir, and that is not only during the years that you have men- 
tioned, sir, but during all of my years with the company. 

Congressman GaTHines. But it came to a crystallization though in 
June, did it not? 

Mr. Green. Actually, sir, as I pointed out in my statement—and 
maybe you missed it because I was reading a little fast—but we have 
known for many years that that was the most expensive type of busi- 
ness that we had. There again, however, we appreciate that business, 
and we were being governed by the great hand of competition and we 
were not in a position to put into effect an increase that we felt in our 
own mind was amply justified, that is, in considering the overall pic- 
ture, but when three of our major competitors in the State of Texas did 
do so, then we felt that we were justified in doing so too. 

Congressman GaTurines. You are indicating that it is a little un- 
profitable to deliver to farmers and ranchers? 

Mr. Green. No, sir; I did not indicate that it was unprofitable. I 
said it was the most expensive type of business that we serve. 

Congressman Gaturnes. Was it a little profitable or more expensive 
a year ago or 2 years ago? 

Mr. Green. Yes; it has always been so, sir. 
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Congressman GATHINGS, But you did not increase the price alone 
to the farmer, that is just to the farmer himself then ? 

Mr. Green. Yes, sir; that is right. 

Congressman Garuines. Now, I would like to ask you the same 
question that we discussed here with one of the other witnesses a 

ew minutes ago. What process or procedure would you go through 
to rescind this order? 

Mr. Green. Well, sir, you can rest assured that when the announce- 
ments are made here today that both the Gulf of Magnolia have seen 
fit to reduce their prices that our company will give it every considera- 
tion, sir. We are governed by this hand of competition and you may 
rest assured that it will receive serious consideration, sir, and that in 
the not too distant future. 

Congressman Gatuines. Where is the main office of the Texas Co.; 
in New York ? 

Mr. Green. Yes, the main office is in New York. 

Congressman Garuines. But it originated in the State of Texas? 

Mr. Green. Yes, sir. 

Congressman Garuines. And what position do you hold? 

Mr. Green. I am division sales manager of our Houston division, 
sir, which covers two-thirds of the State of Texas. 

Congressman Garuines. I hope you recommend that this half cent 
be stepped back to the original price. 

Mr. Green. I am sure it will be given serious consideration, sir. 
[Laughter.] Are there any other questions, gentlemen ? 

ihe gapnuae ag Bass. Yes, I would like to ask a question, if you will, 

ease 
. Mr. Green. Yes, sir, I will be glad to. 

Congressman Bass. Now, you said that you increased the price of 
gasoline, diesel fuel, and kerosene 

Mr. Green. And tractor fuel. 

Congressman Bass. And tractor fuel ? 

Mr. Green. That is correct. 

Congressman Bass. We have a situation in Tennessee that you do 
not have down around Houston I am sure, and that is kerosene for 
fuel purposes, that is the heating of homes. Now, did you increase 
the price of kerosene being delivered to homes for fuel consumption ? 

r. Green. Mr. Bass, I regret that I am not able to answer that 
question. If we sell any kerosene for heating purposes I am not aware 
of it, sir. 

Congressman Bass. Yes, you do. You sell a lot of kerosene for 
heeeing  adcongae You keep up with the prices of your company in 
general, do you not ? 

Mr. Green. Oh, sure; yes. 

Congressman Bass. When the order came out increasing the price, 
and you read this order I am sure, when it was sent out by the company 
to increase the price to farm consumers of kerosene, diesel fuel, and 
so on, did it mention the increase of price of kerosene that was delivered 
to homes for fuel purposes / 

Mr. Green. No, sir; it did not. 

Congressman Bass. Now, if this cost of making these small deliv- 
eries to the farmers is a burden on the company and to distribute it 
to them, and I am not saying that it isn’t, but if it is then I know that 
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the additional cost would be just as great for delivering 50 to 100 
gallons to the small tanks of fuel consumers, My next-door neighbor 
at home uses oil and I see a truck, well to tell you the truth, I a see 
a Texaco truck coming in there and delivering it to them, and they 
have got a tank out in the back yard that holds maybe 100 or 150 
gallons. Now, if the farmer had to go up in June I wonder why they 
didn’t have to go in June too? 

Mr. Green. Mr. Bass, your condition in Tennessee is different from 
ours, sir. Again, and honestly speaking, if that kerosene was de- 
livered to a home in the country, then of course it would apply as a 
farm sale. To my knowledge we do not have any such customers. 
What kerosene is bought in that way, it could be bought through our 
service stations or people may come in and pick up 5 gallons at a 
time at our bulk plant. Of course, in those cases, as I stated the in- 
crease does not apply, that is if they pick it up at the warehouse, but 
as far as delivering it to the tank, and I think I am familiar with the 
kind of tank that you are talking about. I think I know exactly what 
you are talking about. 

Congressman Bass. You do know that they use kerosense for fuel 
in places where they do not have gas, and we do not have gas, of course. 

Mr. Green. In some sections of the country, yes, sir; but if any 
kerosene is sold here, that is in my division at least for use in heating 
homes, then I am not aware of that at all, sir. 

Congressman Bass. Well, there is quite a bit of it in my area and 
here is the point that I am making, if the increase was not put on for 
this home consumption, because I know that they pick up the tele- 
phone and call the distributor and say, I am running low on kerosene, 
come over and dump me 50 gallons or 100 gallons, and they do it. 
Now, if the increase was not put on the consumer who was receiving 
that kerosene, just like the farmer was when he got it to go in his 
tractor, if it was not put on him, and that is the putting of fuel in these 
small tanks, then I am of the firm opinion that there was some prej- 
udice involved based on the decrease in the tax. 

Mr. Green. Well, to answer your question, Mr. Bass, I can assure 
you that if the order was placed for the delivery away from the local 
bulk plant for this kerosene then it would take the increased price. 

Congressman Bass. Well, I know that the bulk plant is some 3 
miles away from my home and that my neighbors use it over there, 
so that if the order that you received increasing the price of farm 
gasoline did not increase the price to the fuel consumer, then it must 
have been based on some seeliae reason that the farmer at that par- 
ticular time was having. Of course, I understand that yours was a 
competitive procedure, and that is just like this decrease, that is when 
you take it off next week, that is going to be competitive too. 
{Laughter and applause. ] 

Mr. Green. That is probably right. 

Congressman Bass. What IT am trying to get at is this, if they did 
not increase the price to the fuel consumer, that is to the home con- 
sumer in the towns like they did to the farmers, then it might have 
been based on this decrease in taxes. Well, that is it. Thank you 
very much, Mr. Green. 

Mr. Green. Yes, sir. Mr. Bass, you asked a question a moment ago 
and I am sorry that I cannot answer it. You asked the question of 
how much gasoline had increased in price since 1947, and again I am 
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speaking not with authentic figures at all, but to my knowledge it has 
increased in the State of Texas approximately 314 cents, sir, 2 cents of 
which are taxes, 1 cent State tax, and 1 cent Federal tax. 

Congressman Bass. Yes, but I am not talking about the increase in 
taxes, I am talking about the increase in the price of gasoline. 

Mr, Green, I was just thinking about the consumer’s price, sir. 

Congressman Bass. No, I am just talking about the price of gaso- 
line, I am not talking about the taxes. In Tennessee we have only 
had one increase in taxes but today I am paying 35 cents a gallon for 
gasoline and I was paying from 241% to 2514. 

Mr. Green. That was back in 1947? 

Congressman Bass. Yes, that’s right. 

Mr. Green. I see; thank you very much gentlemen. 

Mr. Hammonp. If you will, wait just a minute. 

Mr. Green. Yes, I will be glad to. 

Mr. Hammonp. There is a question that I would like to get an an- 
swer to. Several times statements have been made as to the average 
number of gallons delivered to the farmer. Now, the question I 
would like to ask is, Was that according to the invoices where you 
delivered 50 gallons here and 100 gallons there? Did you take the 
tabulation from there or when this truck leaves the warehouse and he 
goes out and delivers 500 gallons of gasoline to 10 people,:then do 
you say that, that is, do you take that tabulation and make a tabulation 
of how many people you have actually served on that 40-mile trip? 

Mr. Green. That is an excellent question, sir. Our only tabulation, 
and the only one we can have, is made from the invoices, and that. is 
the invoices when they reach our division headquarters office. We 
are not aware, of course, we do know that our consignees do endeavor 
to work routes, and certainly it is to their advantage to work routes 
so as to reduce their expense, but when the invoices come to us we 
have no way of knowing how it was delivered there. 

Mr. Hammonp. And this might have been a 500-gallon tank de- 
livery where it shows here on the invoices that it was a 100 gallon and 
a 50 gallon and another 100 and so on like that? 

Mr. Green. Yes, that is entirely possible, sir. I mean they have 
gone a distance of some 20 or 30 miles and have called on a good many 
people so as to make a delivery of that full truckload. 

Mr. Hamoonp. But in your company the average of the purchase 
of the farmer is determined by the invoice; is that right? 

Mr. Green. That is correct, sir. 

Mr. Hammonp. Thank you, sir, and that is all I have. 

Mr. Green. Thank you, sir, and thank you Mr. Chairman and 
members of the committee. 

Chairman Poacr. Now, I wonder if there is anyone else that would 
like to have anything to say? Do we have any other representatives 
of the farmers who would like to testify? Are there any other repre- 
sentatives of any oil companies who would like to speak to us about 
their problems? Is there anyone here representing any of the other 
consumers or are there any consumers themselves who would like to 
have something to say to us? If there are, we want you to have a 
full opportunity to say anything that you desire to say here. If there 
are not then we want to thank all of those who have been here, both 
those from the standpoint of the buyers of gasoline and those who are 
interested from the standpoint of selling it. We want to thank those 
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who went to the trouble and those who made the effort to make the 
jong trip that was necessary to appear here and tell us about it so that 
we might get a better andicstaninn of it. You understand that this 
committee has not paid anyone to come here. They have all come to 
present their views. The committee is delighted to have their views 
and I am sure that all of you who have heard them will appreciate the 
frankness with which those views have been expressed. In can only 
join in the hope that the competitive situation that Mr. Green de- 
scribed so eloquently will cause at least the two major companies that 
are as of today charging the extra price to feel that they should get 
in line with the others. Of course, I don’t want to see that fellow 
down in the valley have to dig up those tanks or anything of that 
kind. lhouskier't 

I trust that it may develop on a further and a final view that the 
business judgment of the representatives of these companies will con- 
vince them that they are justified in making a change in the price. 
| Applause. | 

I want to repeat again that this committee is here to hear their 
views, and I want to say again that that is their business, and that we 
are not trying to put anybody on trial and we are not saying that 
anybody is right or wrong. You people have heard the statements 
of both sides and you can judge this case just as well as the mem- 
bers of this committee can, and so we will just thank every one of them. 

Congressman THompson. Mr. Chairman, before you adjourn this 
meeting I wonder if it might not be a helpful thing for us to sort of 
review the situation as it stands today. As I understand the situation, 
along in June the oil companies coincidently, well anyway, the oil 
companies in the middle of June raised the price of gasoline to farmers 
by a half cent; is that correct? 

Chairman Poagr. Yes; that is correct. 

Congressman THompson. That is what actually happened; isn’t it? 

Chairman Poser. Yes, sir. 

Congressman THompson. Then for one reason or another, two com- 
panies decided—well, to go back just a little bit, up until that time 
the gasoline companies or the distributors had been delivering gaso- 
line on the farms, and then they raised the price of gas on the farm 
by half a cent, and then for economic reasons or other reasons, they 
judged that the farmers did not want to pay it, I suppose, but anyway 
for some reason, some of the companies lowered their prices provided 
that the farmer would come and get it. Was that the next step of the 
procedure ? 

Chairman Poace. No, sir; that was not the next step, the original 
step that all of the companies, as I understood the testimony here, made 
that provision in their original change in price. 

Congressman THompson. Oh, that was what happened in the first 

lace? 
, Chairman Poagg. Yes, sir. 

Congressman THompson. And as of now some of them have taken 
off the half-cent increase? 

Chairman Poage. Yes; that’s right. 

Congressman THompson. And that is the situation as it stands at 
this point? 








PRES I ree 


ney ne Rt PRO ORRIN RRSP NPN THN TRE SS EARN TS SENS SEL GPR ASIEN TENCE AI A RI ATURE HE IE RSET SN 


PRICE OF GASOLINE TO FARMERS 67 


Chairman Poace. Yes, sir; that is right. 

Congressman THompson. Thank you very much, I just wanted to 
get that straight. 

Mr. Hammonp. Is that about all of it ? 

Chairman Poace. Yes; I think it is. 

Mr. Hammonp. I want to again express my appreciation to the 
members of this committee and to the Members of Congress who came 
down here. I think there are a lot of facts that have been developed 
here. I appreciate the farmers who came down here to testify and I 
also appreciate the oil company representatives who came here, and I 
also appreciate their attitude about this thing. I think that their 
attitude has been splendid. 

Now, I know there is a feeling on the part of some of the oil com- 
panies that after some of the accusations that have been made, would 
be that if we lower the price of gasoline now it would be a plea of 
ruilty. Now, we may have-been mistaken in some of the accusations. 

n addition, I think some facts have been brought out here, and some 
factors, that would have been helpful to the bil coutbicnies in making 
their determination in the first place. A lot of the time we make mis- 
takes. Everybody makes mistakes. You feel better if you admit 
that you make a mistake and say that we did not have all of the factors 
that should have been available to us. You know sometimes we think 
that we have all of the facts, that somebody has given us all of the 
facts when the fact is that they did give us some factual informa- 
tion but not all of the facts. 

You know, and just as an illustration, of the fellow from New 
York who was going down to Florida. He was on his vacation and 
was going down in a car and on the way down he saw a lot of alli- 
gators. They were all in the sloughs down there. Then when he got 
down to his motel the first thing that he wanted to do was to go 
swimming in the gulf. He gets his bathing suit on and he goes down 
to the gulf at a time of day that no one is in swimming but him. 
He waded out into the water a ways and then he got to thinkin 
about these alligators that he had seen. He looked all around an 
finally he spied a native down there fishing. He hollered down at him 
and he said, “Say Bud, are there any alligators in this water out 
here?” And the fisherman said, “No, there are not any alligators 
there.” So he starts wading on out and he got to thinking about 
the alligators again, and so he hollered at the fellow again. He said, 
“Are you sure that there are no alligators in here?” The fellow 
answered, “No, they are afraid of the sharks.” [Laughter.] 

So you can get factual information many times and then you come 
to find out that it is either not all the factual information or that 
there are some other things that enter into it. Consequently when you 
do get all of the information it can sometimes cause people to change 
their minds. 

IT know that oil companies spend millions and millions of dollars on 
public relations and on advertising for the ra Now, I cannot 
think of anything that would step up your public relations more than 
for all of the oil companies to say, well, we have made a mistake, and 
after we have found out that we did make a mistake we are going to 
take this half-cent off of the farmers that has been placed on them. 
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Now, that is what I would like to say to you folks. We appreciate 
the attitude of all of the oil representatives that are here. [ Applause. | 

Chairman Poace. Thank you, Mr. Hammond. 

Congressman Gatuines. Mr. Chairman, before this meeting ad- 
journs “I would just like to take the privilege here in your home city 
and State to say just a word or two about. you as chairman of this 
committee, and as vice chairman of the whole Committee on Agri- 
culture of the House of Representatives. 

It has been my privilege to serve in Congress for 18 years. When 
I went there you had been there before I had arrived. I want to say 
to you now that this is an indication here of the type of service that 
you are rendering American agriculture in calling this meeting here. 
Great accomplishments have already been made as a result of this 
meeting here in connection with this situation, great accomplishments 
have been made here to relieve the farmers of this increase in the price 

of gasoline. 

We in Arkansas are proud of Bob Poage. I will tell you why we 
are proud of him. We are proud of him because he has stuck by the 
farmer ever since he went up to Washington. [Applause.] We are 
proud of him in Arkansas because he saw fit to go in and fight for years 
to remove that obnoxious tax on oleomargarine. We are proud of him 
because he fought to bring the adv antage of telephones to rural Amer- 
ica. We are proud of him for fight “after fight that he has made. 
I know you should be proud of the type of representative that you have 
sent to W ashington to serve you here in this district. [ Applause. ] 

Congressman Apert. May I say “Amen” to what Mr. Gathings 
has said. Oklahoma , too, feels proud of Bob Poage. There is no more 
hard-working, able, and courageous member of any committee in Con- 
gress than your Representative here, and I want to say that we think 
a whole lot of him, and also the other Texas member of this committee, 
the Honorable Clark Thompson. 

Congressman Gatruines. I agree wholeheartedly. 

Congressman Atgert. He is ‘also a very able member of this com- 
mittee. Texas, year in and year out, certainly has one of the great 
delegations in Congress, and one of the most outstanding of them 
all is your own Congressman here, Bob Poage. 

Chairman Poace. Now, of course, I thank you all but—— 

Congressman Bass. Now, Tennessee has got to get in on this in 
some way. [| Laughter. | I know that Bob Po age is a Texan but I 
know that probably somewhere in his historic backgr ound there must 
have been a Tennesseean. [Laughter.] Tennessee gave Sam Houston 
to Texas and then, of course, we gave Davy Crockett to Texas and 
to Hollywood both; but, anyway, we in Tennessee want to make it 
unanimous, Mr. Chairman. We endorse you also. [{ Applause. ] 

Chairman Poace. Well, I thank you all very much. 

Congressman Bass. It is a great privilege for me to visit you in 
State and in your hometown of Waco. Tennessee and Texas 
1ave always been very close and it is a real pleasure to be here. 

Chairman Poace. I appreciate very much this expression of my 
friends on the committee. I think one thing that we can all agree 
on is that the Agriculture Committee in the House does have some 
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of the fine Members of the House on it. I am especially proud to be 
able to serve on that committee. I wanted that committee when I went 
to Congress, I have been happy to have it, and I am still pleased with 
that assignment. I expect to stay with that committee because that 
is where I think I can render the greatest possible service to our 
people. We can’t always do what we want, but we do have the 
greatest opportunity there. I know of no committee that I had rather 
serve with than with my colleagues on this committee. So without 
letting this thing go any further 

Congressman THompson. Now, wait a minute. I have been trying 
to get recognition and couldn’t. [Applause.] 

Chairman Poage. Well, this can’t go on 

Congressman THompson. I claim the right for Texas to say here 
a few words about Bob Poage myself. I am a Member of Congress 
from down on the coast 

Chairman Poager. I wish you would save all of this for some year 
when I have a strong opponent. [ Laughter. | 

Congressman THompson. I represent the 14 counties that run up 
and down the coast from Chambers County on down to Goliad County. 
It is a great rice-producing area and they produce a lot of other 
stuff. However, that is neither here nor there. I want to talk about 
Bob Poage for just a moment. 

I am the junior member, the junior Texas member on the committee. 
Naturally, I sought on that committee someone who would have com- 
oa sympathy with the problems of my people and who also would 
rave the background of knowledge that would be of value to me. 
Now, I want to say this about Bob: He has the finest knowledge, 
the most complete knowledge of agricultural legislation of anybody 
that I know of in the House. That is taking in a lot of territory, 
but that is a fact. He is always ready when any of the others of us 
go to him to seek advice, which we do all of the time; he is always 
ready to give it to us. It is sound and it is understanding and it is 
generously given. If we need help somewhere around in this State, 
and that 1s whether we are members of the Texas delegation or not, 
I mean of the Committee on Agricutture or not, if you call Bob Poage, 
if you will tell him, “Bob, we need some help down here; can you come 
to me?” he will say, “Well, I can’t leave for half an hour, but I will 
come just as quick as I can,” and he will be there and he will help 
you. Now, that is the kind of man that you have given us in Congress 
to work with. In your wisdom I hope you will keep him coming 
back, and some of these days he will be chairman of the great Com- 
mittee on Agriculture. So, following the Texas custom, I have no 
doubt that you will keep Bob in Washington there just as long as 
he has a mind to serve you. For the balance of the State and for 
this committee I want to express thanks to the people of Waco and 
to this congressional district for sending us such a man. [Applause. ] 

Chaiman Poagr. Thank you, Clark. 

Mr. Hammonp. I would like to say to the committee that, of course, 
we ner these fine things that you have said, but I also want to 
say that you have not told us anything that we did not already know. 
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We have known about our 2 members of the Committee on Agriculture 
for a long time, but we are glad to find out that you do know and 
that you do appreciate and evaluate our 2 members of the committee 
in the same way that wedo. [Applause. ] 

Chairman Poage. From our experience here this morning you can 
certainly realize that we have some members from other States who 
are also interested in our problems. They have gone to a great deal 
of trouble to come down here and help us work on problems that are 
largely of a local nature. Had they not been so very cooperative we 
ooaishis could not have had this meeting. Thank you, gentlemen. 
The meeting is adjourned. [Applause.] 
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